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A Challenge to Professional Management 


HE PICTURE Is BLACK. All around us war clouds are 

gathering, just a few short years since the end of the 
World War Il. World War Il we fought as we did in 
World War I to end all war and to bring peace to the 
world forever. Ruthless aggression and threats of further 
aggression have aroused a realization that once more we 
must prepare and fight and win in one more effort to bring 
peace to the world. This time we must be sure that when we 
win there can be no more war on this earth. This we can and 
must do. Every once in a while on the street I hear some- 
one say “What is the use? I give up. There can and will be 
nothing of value left in this country or in the world after the 
war so why worry or take the trouble to plan now.” These 
folks, I am sure, are not grumbling about their own sacri- 
fices, at least not any more than you and I do when we have 
those selfish moments — rather it is an expression of a 
feeling of futiliry — that even if we win the war our whole 
way of life will have been changed and even though we will 
have won the war we will have lost those things for which 
the war has been fought. We must not think in these terms. 


I am realistic enough to know that this is as grave a 
crisis as this nation ever faced, but I don’t think we ever 
accomplished anything of any importance when we assumed 
as we began that no matter what we did we could not win. 
We can and we must win the war, we can and we must win 
the peace and we can and we must preserve these values of 
our American Way of Life which have been our heritage 
and which mean more to every thinking American than any 
amount of material wealth which he may have or hope to 
acquire. 

The cradle of faith in all things, in which we as indi- 
viduals and as a nation believe, is in the home. This faith 
must be properly nurtured in the home, it must be cultivated 
further in the schools, and must be based on some form 
of religious expression through the church of the individual’s 
choice. The effect of the home, the school and the church 
on the mental, moral, physical and spiritual well being of 
the individuals who comprise our great country must not 
be overlooked—rather we must look to these institutions to 
lay the ground work on which business and industrial 
leadership may build a sound structure of management 
relationships. Unless an adequate base is thus provided 
the task of business and industrial leadership will be seri- 
ously hampered. 


5 pee FIRST TASK that faces industrial leaders and managers 
today is that of providing the guns, the arms, the 
ammunition, the planes, the tanks—the best we know how 
to produce—to give our boys the fullest possible support 
as they represent us on field of battle. We must be there 
with what they need and more, before they need it. The 
function of supply must be effectively discharged. This must 
be accomplished under emergency conditions. Leadership 
must find the way to do the job, to get out the production— 
in spite of shortages of materials and manpower the quantity 
must be stepped up and the quality must be maintained at a 
high level. The urgency of our need can make possible the 
emergence of a greater maturity in leadership in business, 
in labor, and in government. 

What can we do to insure this maturity? 

First, we must raise the level of professional management. 
We must practice, as well as “preach” the fundamentals of 
sound business management. We do a lot of talking in this 
professional Society of ours, about the scientific method of 
approach, about the necessity for laying careful plans, for 
organizing for the accomplishment of those plans, and for 


establishing controls which will insure objective attainment 
on schedule. Yet many times in practice the course of our 
action is dictated by expediency. If our profession is to be 
worthy of its name, we must be governed by the guiding 
principles, not by the needs of the moment. 

SECOND, we as professional managers must have a philos- 
ophy of management. Yes, it goes back even further than 
this. We must have a philosophy of life—a design for living, 
How many of us have actually stopped to consider our pur- 
pose in life-—how we expect to accomplish this end—the 
rules by which we choose to govern ourselves on the way. As 
to a philosophy of management—we become so engrossed in 
daily routines and responsibilities that too seldom do we 
take time to sit back and look at where we have been, how 
we have reached the point where we now are, where we are 
going, the rules of the game and all the rest. Is unpatterned 
living, or management, scientific? Intelligent? Or even 
useful ? 

THIRD, we must maintain high ethical standards. | think 
it is one of the prime responsibilities of professional man- 
agement today to continue to set a high ethical code and do 
everything possible to promote its adoption throughout 
American management. If we really work at it we can put 
business on a higher ethical plane. 

FouRTH, we must encourage creative contributions. Re- 
cently, I read a report of a national meeting of clergy. One 
of the things on which there had been general agreement 
was the fact that there was little original thinking today. 
They pointed to a reluctance on the part of individuals to 
offer an idea or voice an opinion until they knew what the 
group felt—not wanting to be in disagreement with the 
group. This is one of the reasons, I believe, for the lack of 
creative work, but there are others. Two of which come to 
mind as being of greater importance than the rest. First, we 
are all naturally lazy, and it takes energy and effort to think. 
Second, this is an age characterized by a highly developed 
technology and we are always looking for shortcuts on pres- 
ent methods rather than for new ways. 

FIFTH, we must foster continuous, creative and scientific 
work in the field of human relations. We all recognize that 
while our technological advances have been great our human 
relations developments have not kept apace. Until we bring 
them apace, further technological advancement of signifi- 
cance will be difficult. 


W: MUST RECOGNIZE that human relations is a science 
touching on and overlapping and drawing heavily on 
the fields of psychology, sociology, anthropology, ethnology, 
ecology and others. 

The individual must be treated as an individual, but not 
as though he were in isolation, because he is not. Group 
considerations, racial factors, environmental factors and 
others have a marked bearing. The day has passed when we 
can rely on rule of thumb methods and achieve the desired 
results. Research, laboratory studies, statistical analyses, and 
the scientific approach are vital prerequisites to progress in 
this field. 

Human relations are of increasing importance in an emer- 
gency period. If the pattern of the past is repeated, the level 
of the work force will be materially lower, supervision will 
be inferior, health and safety problems more acute, training 
problems greater—to mention only a few. And of course the 
ultimate objective in human relations is morale. 

FINALLY, we must have purpose, and that devotion to the 
cause—the defense of our heritage—around which we all 
must rally in this time of need. 

E. Birp 
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HE EXPERIENCE OF the Marshall Plan 
has underscored the truth proven in 
World War II, that “Only the strong can 
remain free.” As we prepare to bolster 
our economic and military defenses in 
the hope of preventing another world 
war, we know well that strength for the 
free world depends on maximum pro- 
ductivity on the farm and in the factory. 
Only such productivity can make pos- 
sible the high morale that General Eisen- 
hower recently declared was an essential 
to a healthy free Europe. Only such pro- 
ductivity can simultaneously produce 
abundant goods of peace, and the arms 
with which to make peace secure. 

The maintenance of this maximum 
productivity is a principal concern of 
the Economic Cooperation Administra- 
tion. To accomplish this, the ECA makes 
available to Western Europe some of the 
dollars necessary for the purchase of 
vital machinery and materials. Also, 
through a growing Technical Assistance 
Program, it shares with Europe the man- 
agerial skills and techniques which 
have contributed to the development of 
our own high productivity. 

It is this Technical Assistance Pro- 
gram which is persuading Europe to a 
revolutionary acceptance of our belief in 
a mass market, supplied by an abun- 
dance of goods at low prices. To suc- 
cessfully carry the philosophy and the 
working-knowledge of this gospel to 


How 


Technical Assistance team studying giant rotor of 40,000 kilowatt turbine 
generator. Austrian electrical engineers on visit to General Electric Plant, 
Schenectady, N. Y. 


more and more Europeans, the ECA’s 
Technical Assistance Program will de- 
pend increasingly on the support of 
America’s labor-management team. 

Designed to help Europe make best 
use of her industrial, agricultural and 
human resources, the program is win- 
ning increasing numbers of her tradi- 
tion-bound industrialists to its support. 
In the first year of its operation, $7.3 
millions were authorized for 161 TA 
projects. In the next three months alone, 
as the potential of the program became 
apparent, that figure rose to $8 millions 
for 315 projects. 

In capsule, the Technical Assistance 
Program provides a means for sharing 
our productive know-how with our free 
allies. It also opens to Europeans and 
Asians a new view of our present day 
culture. 


BREAKING THE BOTTLENECKS 

In practice, the program is equally 
simple. In each Marshall Plan country, 
staff members of an ECA mission, in 
close cooperation with representatives of 
government and industry, constantly 
study the productive scene. When pro- 
duction bottlenecks are located, the 
Mission reports its findings to the gov- 
ernment concerned, and recommends 
measures for speeding up production. In 
all appropriate cases, the mission urges 
that the government select a team of 


“Know-How” 
Works for Peace 


By WILLIAM C. FOSTER 


Administrator, Economic Cooperation Administration 


the ECA Technical Assistance 


Program is helping to break some of 
the shackles that held back produc- 


tion progress in Western Europe. 


specialists to visit the United States, and 
to view the recommended methods and 
practices in actual operation. Generally, 
the membership of these “Technical 
Assistance Teams” includes representa- 
tives of labor, management, and gov- 
ernment. 

American management and labor have 
almost literally queued up to cooperate 
with the program. On an average, each 
TA team spends six weeks in making a 
detailed study of the productive process 
in which it is interested. In the course of 
a tour, a team may visit as many as a 
dozen different industrial sites, to see, 
and to confer with specialists. When its 
tour is completed, each team returns to 
report its findings and to recommend a 
course of action. Neither government nor 
industry was at first convinced that 
change was either desirable or necessary. 
Nor, in fact, are they completely con- 
vinced today. In increasing number, 
however, Europe’s producers are yield- 
ing to the persuasion of proof that know- 
how works, and are breaking, though 
often reluctantly, with their traditional 
methods. Significant too is the growing 
exchange of technical information be- 
tween the countries of free Europe. It 
may be fairly said now, that the Techni- 
cal Assistance Program is its own best 
salesman. 

As evidence of this growing interest, 
teams of American specialists have en- 
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Italian and American union officers watch new Fiats move along assembly 
line at Turin, Italy. Exchange of ideas to promote effective democratic 
union development is encouraged. 


gaged in fishing surveys for the Icelandic 
fishing industry. Others have surveyed 
the war-battered West German railway 
system. Still others have taken part in 
an agricultural productivity drive in 
Turkey, and have helped several other 
countries to develop their agricultural 
systems. 

Teams of specialists from Western 
Europe have visited this country, and 
have observed a wide cross-section of 
the American productive scene. Among 
others, these teams have visited steel pipe 
and tube, meatpacking, farm machinery, 
cotton textiles, chemical and shoe manu- 
facture industries. While these teams 
have had an eye for technological devel- 
opments, they have, at the same time, 
concentrated on such productivity fac- 
tors as factory layout, production sched- 
uling, time and motion study techniques, 
mechanical aids, cost and quality con- 
trol, marketing practices, and labor- 
management cooperation. 

In addition, several teams have stud- 
ied specialized aspects of American in- 
dustry. French and Belgian labor teams 
have inquired into labor’s contribution 
to high productivity. A British team 
concentrated on cost accounting meth- 
ods. Others have surveyed industrial 
engineering methods. 


LIVING STANDARD AND MARKETS 
To explain the great productive gap 


MARCH 1951 


between their economies and our own 
the touring TA teams list the following 
reasons: 


|. The competitive nature of our 
industry. 

2. The existence of our large mass 
market. 


3. The consumer's insistence on 


high-quality, low price goods. 

4. The producer's drive for simplifi- 

cation and standardization of 

products. 

Strict cost control. 

6. Agreement of labor-manage- 
ment, in spite of any other dis- 
agreement, that a continuously 
increasing output is necessary 
for a high standard of living. 


As evidence that Western Europe’s 
productive mind is beginning to break 
the shackles of tradition, these volun- 
tary, and accurate, observations hold an 
almost revolutionary significance. 


Western Europe’s producers have long 
been “safeguarded” from competition by 
restrictive quotas and tariffs. Her 275 
million peoples, a vast potential mass 
market, have been divided into small 
national markets. As a result, the pro- 
duction of high quality, low cost goods 
has been impossible. A literal handful 
of Europe’s consumers has been able to 
buy high quality, luxury products at an 
extremely high cost. The great bulk, 
however, have been able to purchase 
only medium to low quality goods at a 
relatively high cost. 

Europe’s industrialists have enjoyed 
a comfortable profit. Their limited mar- 
kets have been assured, not infrequently, 
by industry-wide agreement. They have 


Machinery Study Group from the Netherlands gets “‘know-how”’ on tractor 
assembly. 
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felt no pressing need to increase their 
output by use of cost control and tech- 
nology. And labor itself, whose standard 
of living would most benefit from in- 
creased production, has been continu- 
ously afraid to boost its output, for fear 
of “working itself out of work.” 

The breaking-away from these prac- 
tices which is now in progress can lead 
to the development of a vigorously com- 
petitive, Europe-wide market in which 
an ever increasing number of people 
will receive the benefits of low cost, high 
quality goods. In simple terms, this 
means the better standard of living 
which will cause Europe’s free people 
to reject Communism. 


PRODUCTION AND FREEDOM 
Western Europe has already taken 

tangible steps toward the development 

of such a market. Restrictive quotas and 


tariffs have been largely pruned away, 
and more than 50 percent of Western 
Europe’s trade goods now move back 
and forth without restriction or tariff. 
The recent European Payments Union 
was another step toward such a freely 
competitive market. The Payments 
Union provides a means for the inter- 
changeability of Europe’s varied curren- 
cies, thus making it possible for each 
nation to buy and sell, and pay for goods 
in the markets of other European na- 
tions. The Schuman Franco-German pro- 
posal for pooling coal-steel resources is 
yet another measure, sponsored by once 
traditional foes, to combine resources 
for the common good. 

To meet the demands of its burgeon- 
ing market, Western Europe is calling 
for more and more technical know-how, 
by which to further increase production. 


We in ECA are continually expanding 
our TA program to meet that demand, 

Without a doubt, the extension of tech- 
nical assistance will become increasingly 
important on a wider front, as we at- 
tempt to solve the problems with which 
we are confronted. The necessity of 
maintaining a healthy, productive so- 
ciety, while at the same time producing 
and supporting the strength of arms by 
which to protect our freedoms, will place 
a tremendous burden on the energies 
and ingenuity of ourselves and our free 
fellowmen. 

Difficult as the task which lies ahead 
admittedly is, it must be accomplished. 
Every technique which will refine and 
increase the product of free industry, 
anywhere in the world, must be brought 
into practice. This is the role of ECA’s 
TA program. 
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Some Business Yardsticks 


By HARRY A. BULLIS 
Chairman of the Board, General Mills, Inc. 


Five major management areas where 


the shape of our future is being 


formed. Human Relations, Produc- 


tivity, Capital Investment, Accounting 


and Statistics, Executive Development 


are the critical fields surveyed. 


—— ARE YARDSTICKS to measure 
everything from business to people, 
and there are a great many yardsticks 
on any one subject. 

I have selected five yardsticks for 
business from several times that number 
that came to mind. I do not maintain 
that these five are all-inclusive or that 
they are final. But in my opinion they 
are among the most important with 
which we will have to work in the years 
ahead. And the manner in which they 
are manipulated may very well deter- 
mine the fate of American business. 


THE YARDSTICK OF 
HUMAN RELATIONS 

My first yardstick is a measure of 
industry’s success in developing the 
science and art of human relations. On 
this depends the people’s support and 
approval of American business. Without 
this support, American business as we 
know it cannot continue to exist. 

Not so many years ago, we assumed 
that the average employee was interested 
in only two things — wage rates and 
hours of work. But research shows that 
he is interested also in good working 
conditions and considerate treatment by 
foremen and supervisors. He craves per- 
sonal recognition. He wants to feel that 
he is really a member of the company 
team. 


Adapted from an address delivered at the 
University of Wisconsin, May, 1950. 
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The wise executive appreciates these 
basic needs. He will take his employees 
into his confidence concerning reasons 
for company policies, rules, and regu- 
lations. His supervisors may help em- 
ployees solve their home and personal 
problems. He will see that suitable 
recognition is given for outstanding 
work, and that rewards are in keeping 
with the job performed. 

The degree to which we are successful 
with this challenge of human relations 
will determine the degree to which busi- 
ness will receive basic support from all 
the people. It will also reflect directly 
on operating efficiency. When we turn 
our attention to such personnel problems 
as diligence and application to work, 
turn-over rate, accident rate, absentee- 
ism, and time lost through strikes, we 
are actually looking at human relations 
in one form or another. 

It will be necessary for business to 
carry its story to its employees, so that 
they will be proud to be members of the 
business team. But our crusade for un- 
derstanding of the American system 
must not end there. We should take the 
case for American business to the 
people, through the individual com- 
panies. In the Sermon on the Mount we 
are reminded that “Neither do men 
light a candle and put it under a bushel, 
but on the candlestick; and it giveth light 
unto all that are in the house.” And yet 
I am afraid that many businesses have 


been hiding their lights for a great many 
years simply through failure to tell the 
story of their contributions to social 
progress. Unfortunately good deeds do 
not speak for themselves. It is to the in- 
terest of business and of the people that 
we speak boldly and proudly, through 
our individual companies, of the achieve- 
ments, goals, and aspirations of Amer- 
ican industry. 


THE YARDSTICK OF PRODUCTIVITY '‘ 

Next to the human element, it seems 
to me that the most important yardstick 
by which to measure the future of Amer- 
ican business is that of increased pro- 
ductivity. High productivity is essential 
not only to provide needed goods, but 
to give needed employment. 

One of the most important tasks be- 
fore industry today is the maintenance 
of high productive employment. That 
means, mind you, that on top of our 
current working level we need approx- 
imately 1,000,000 new jobs a year. Right 
now our economy is providing jobs for 
nearly 60,000,000 workers, but even so 
there are over four million unemployed. 
Does this mean we are failing in our 
task? I don’t think so. You see, in this 
country of changing tastes and consumer 
demand, of individual freedom and per- 
sonal choice, a certain amount of un- 
employment is to be expected. This in- 
cludes the part-time workers, the people 
who are changing jobs, and the shifting 
population. It is a normal symptom of 
our economic condition, but it must be 
observed closely so that it does not get 
out of hand. The only way to overcome 
it is to resort to regimentation and sealed 
work orders such as are in vogue in 
other parts of the world. 

This increased responsibility for em- 
ployment, pyramiding year-by-year with 
the growing American population, 
means that management has a lot of 
responsibility. Not only management, 
but government and labor as well. It is 
to the interests of all that every obstacle 
be identified and then removed from 
the path of business so that our eco- 
nomic leviathan can gain ever greater 
momentum. 

But there is an equally vital reason for 
strengthening this yardstick of full pro- 
ductive employment. We need more and 


*Employment figures since the outbreak of 
war in Korea have changed. The importance 
of increasing production is even greater than 
it was ten months ago. 
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more people. If our standard of living is 
to rise in this country, and we are deter- 
mined that it shall, we require more pro- 
duction, more of the good things of life 
for all. That is a job for management, 
and with the cooperation once again of 
labor and government. It means more 
goods at lower costs, at prices people 
can afford to pay. In other words, labor 
must limit its demands in keeping with 
advances in productivity and the cre- 
ation of real wealth. Government should 
trim the excess fat off its bureaucracy 
and pass the savings along in tax reduc- 
tions that will encourage all business. 


Before I pass over this topic, consider 
with me some of our past achievements 
on productivity. With seven per cent of 
the world’s people, we produce 37 per 
cent of the world’s goods. A good part 
of this we share with the world. Of steel 
we produce half of the world’s total. In 
the case of capital goods, with only 
seven per cent of the earth’s population, 
we produce 60 per cent of the world’s 
output. Judged by these yardsticks, we 
have done well indeed. Then why worry 
about the future? Perhaps “worry” is 
the wrong word there. But it is extremely 
wise to take a long-range view of the 
future, and to be concerned. We need to 
be concerned, because in this world to- 
day we are witnessing a paradox. We 
are at once more alone than we have 
ever before been in our history, and yet 
we live closer than ever to other nations. 


We are alone in philosophy of life 
and business and government. Yet geo- 
graphically, thanks to the airplane, we 
are just a few hours from dozens of other 
nations. 


It would be perfectly natural for us 
as a nation to look back on our past 
achievements, observe with satisfaction 
our present capabilities — and like the 
hare in the fable, yawn, stretch, and fall 
asleep by the roadside. But we must not 
forget the plodding tortoise, nor the out- 
come of that classic race. 


THE YARDSTICK OF 
CAPITAL INVESTMENT 

My third yardstick is in some respects 
the most important of all. In fact. when 
you look at these yardsticks individually, 
each appears to be the most important! 
This third yardstick measures the 
amount of capital per worker invested 
in American industry. On this depends 
our future standard of living. 
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Let me phrase it another way. The 
amount of money that industry has in- 
vested for each worker in tools and 
equipment will be the yardstick that will 
determine the production of goods, 
which in turn will create the jobs and 
the higher living standards of the 
future. 

What about the level of capital in- 
vestment per worker? We have more 
workers coming every year. In addition 
we desire a rising living standard for 
all our people. We cannot meet these 
problems successfully by drying up 
sources of capital investment through 
confiscatory taxation, double taxation 
on stock dividends, and punitive legis- 
lation directed against business. 

If we take this course, it will mean 
that the only way we can absorb the 
increases in the labor force will be by 
watering down the existing capital in- 
vestment by spreading it thinner, making 
it less per worker. Another way out is 
inflation. It is the route of unreal wealth 
— more dollars, but the value of the 
dollar constantly decreasing. The only 
way that we can travel if we are to in- 
crease the tools and equipment available 
for each worker is to increase the flow 
of capital investment into productive 
channels. We need capital to create new 
jobs and to strengthen existing jobs. We 
need more real capital invested per 
worker. In this way we will set the stage 
for higher levels of productivity. 

This higher capital investment will 
make it possible for industry to develop 
its research and to expand its markets 
and sales forces. It will make possible 
new machines and methods of produc- 
ing them. It will mean more real wealth, 
and more real goods, for everybody. 


ACCOUNTING AND STATISTICS 

There is a story that many years ago 
the two great financiers, J. Edward Sim- 
mons and Russell Sage, were discussing 
problems of their business. In the course 
of the general conversation, Simmons 
remarked: 

“Money isn’t everything — is it, Mr. 
Sage?” 

“No,” replied Sage thoughtfully. 
“The work of collecting it is highly 
important.” 

Yes, the job of collecting funds and 
accounting for them, of gathering facts 
and figures upon which to base oper- 
ations and costing, is a highly important 


aspect of our business economy. It 
brings us to our fourth yardstick — the 
yardstick of accounting and statistics, 
The success of business in the second 
half of the twentieth century will be 
dependent to a large degree on how well 
we succeed in sharpening and perfecting 
the managerial tools of accounting and 
statistics. 

Consider the challenge in the field of 
accounting alone. We look at the past, 
and find a great deal of accounting work 
with a view to measuring earnings and 
verifying assets and liabilities. Within 
this range, excellent work was done. But 
little consideration was given to the im- 
plications of earnings in relation to the 
business cycle, or to earnings as a test 
of the efficiency with which the enter. 
prise has fulfilled its responsibilities to 
the general public. 


We need to develop further certain 
accounting yardsticks that will help 
enterprise understand the moving equil- 
ibrium of the economy as a whole. This 
field of theoretical analysis demands 
that businessmen understand the impli- 
cations for economic stability inherent 
in the individual account. The develop- 
ment of this type of accounting will 
make it possible to base executive de- 
cisions on the interests of the individual 
company and the economy, instead of 
those of the company alone. This equip- 
ment of proper economic facts will make 
it possible for management to become 
real “ambassadors” for business, even 
while it functions within our highly 
competitive profit and loss economy. 


It would seem that we can well turn 
our attention toward the development of 
new measurement devices for certain 
aspects of financial accounting. We use 
extreme care in managing with safety 
the finances of our individual enter- 
prises, and we explore thoroughly such 
devices as cash budgets, capital budgets 
and the financial statement. But how 
many businessmen know of accounting 
or financial measurements for exploring 
the true costs of public investment? Do 
we know, for example, whether the gains 
resulting from public assistance to hous- 
ing balanced against the losses and costs 
of that assistance yield a net credit or 
a net debit? Are we aware, in this mod- 
ern era of high plant investment and 
other substantial items of overhead cost. 
of the costs to enterprise and the nation 
of sharp downward lapses in the total 
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rate of our national output? 


These new fields for the science of 
statistics and accounting will become in- 
creasingly important in the years ahead. 


COOPERATION BETWEEN 
INDUSTRY AND EDUCATION 

The fifth yardstick to measure the 
progress of business in the future is on 
the face of it a bit unusual. And yet, in 
many respects, it is the most intriguing 
of all. It takes into consideration the 
great dependence of our dynamic busi- 
ness institutions upon the institutions of 
learning in this country. This rule can 
be expressed as follows: The ability of 
American business to apply the proper 
management techniques to the great un- 
solved problems of the future will be 
measured by the yardstick of coopera- 
tion between business and our institu- 
tions of higher learning. 


To help us develop the most skilled 
management in the history of America, 
we depend upon education to deal us 
some aces. We, in turn, can accomplish 
a lot by working more closely with edu- 
cation in discharging the obligation to 
society that we both share. 

Consider the field of medicine. There 
we have a striking example of what can 
be accomplished when a profession and 
education work closely together. Our 
medical schools for many years have 
been pioneers in research and the dis- 
semination of new findings. The medical 
profession stands high in public opinion 
and its teachings on health are a part of 
the education of every child. 


Similar cooperation exists between the 


legal profession and our colleges of 
law. The same thing can be true of the 
relatively new colleges of business and 
commerce. 


Educators and students might con- 
sider their role as friendly and able 
critics of business and business prac- 
tices. Criticism should be straight- 
forward and hard-hitting where neces- 
sary, having in mind the economic 
interests of the nation. Such construc- 
tive criticism will help business to 
better understand its own practices and 
objectives. 


Similarly, schools of commerce can 
understand research aimed at developing 
techniques necessary for industrial prog- 
ress. Curricula might give more consid- 
eration to the general subject of business 
responsibilities to the whole society, 
aside from the detailed specialties of 
accounting, financial management, mar- 
ket analysis, and so on. Badly needed, 
among businessmen of tomorrow, is a 
greater clarification and more under- 
standing and positive confirmation of 
proper limits as well as the full meaning 
of managerial “social” responsibility 
and “social” leadership. It is this great 
over-all responsibility, especially to 
stimulate sound education and under- 
standing, that may be the key to the 
future of business in this nation. 

Business, for its part, should draw 
closer to education. There is no better 
place to begin than through the schools 
of commerce. I visualize more joint edu- 
cational projects, more cooperative en- 
terprise between business and education 
in this field. I can see both elements 


profiting, one from another, and in the 
end the advantages going to all the 
people. This is a largely virgin territory, 
but here, nevertheless, is a challenge 
vital to the future of the American enter- 
prise system. 

We have considered five yardsticks by 
which to measure business in the next 
five decades. They are not all-inclusive— 
they leave the door open for a great 
many more, equally important devices 
of measurement. The five we considered 
were human relations, increased produc- 
tivity, capital investment per worker, 
statistics and accounting, and liaison 
with education. We have suggested ways 
that they might be applied to the benefit 
of all the people in measuring the goals, 
objectives, and attainments of business 
in the years to come. 

The important thing to remember in 
considering these or any other yardsticks 
is that we here in America have a dual 
responsibility. Whether we like it or not, 
the mantle of world leadership has been 
thrust upon our shoulders. We are not 
responsible for our national economy 
alone. On us depends the fate of democ- 
racy everywhere in the world. 

The very fact that we are self-critical, 
that we are striving constantly to find 
new and better ways, is evidence that we 
will rise to meet the issues of our times. 
This is a time for courage. The historian 
Arnold Toynbee has said we need the 
courage to act as our intelligence sug- 
gests. I am satisfied that in a test of cour- 
age America will not be found wanting. 
With courage we will apply whatever 
yardsticks are necessary to meet the tests 
and challenges of the future. 
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The “Pop’s Committee”, an informal advisory group of past 
presidents of Local 110, TWUA-CIO, who cooperate with the 
shop committee and management whenever requested. 


ONSCIOUSNESS OF one’s own im- 

portance to the total production pic- 
ture seems to me a key factor of labor- 
management success in any plant today. 
Every worker, labor and management 
alike, can do better when he realizes the 
importance of himself to others. After 
all, American teamwork is a force never 
equalled during the entire history of 
technological competition. Teamwork on 
the job, of course, implies respect for 
the other man’s importance just as much 
as a realization of one’s own. The sense 
of belonging which comes from mutual 
recognition is to me among man’s great- 
est satisfactions. We think we have it 
in the American Velvet Company* at 
Stonington, Connecticut. We pull to- 
gether; we all feel important. 

In 1938 we had serious labor-manage- 
ment troubles. The plant was practically 
closed for sixteen long months, well into 
1939. The stockholders wanted me to 
sell out. We very nearly decided to move 
South. But I liked Stonington and 
wanted to stay here just like all the em- 
ployees who have their own homes in 
this neighborhood. Velvet was their 
business as well as mine. The men and 
women who worked in the plant were 
my friends. An awareness of these fac- 
tors made me act—as only a man can 
when he belongs and feels loyal to some- 
thing much bigger than himself. 


*American Velvet Co. is owned and operated 
by A. Wimpfheimer & Bro., Inc., est. 1845, of 
which Mr. Wimpfheimer has been President 
since 1935. 


BASIC HUMAN PROBLEM 

Like most management problems, the 
solution was to be found only within the 
domain of human relationships. The 
physical assets of the plant were above 
average and finances were not in short 
supply. The people who worked there, 
the real wealth, were the real problem. 
We could not seem to get together even 
though we knew each other pretty well. 
Many of us had played football to- 
gether; others had taught me the differ- 
ent operations, such as winding, warp- 
ing, dyeing, finishing, weaving, etc., 
during the days of my apprenticeship in 
the plant. I knew the community of 
Stonington well, but somehow in 1938 
we had reached a terrible impasse on 
company-union relations. 

Sincere efforts to keep the plant in 
Stonington must have convinced a few 
of the employees that the purpose of 
management was not entirely selfish and 
that every worker was welcome to share 
his own views with us or frankly criti- 
cize and improve upon those held by the 
company. We began to understand each 
other where common objectives were 
realized. Mutual recognition and con- 
fidence in each other’s sincerity of pur- 
pose finally turned the tide. 

1939 marked the beginning of a new 
era for all of us. Local 110, TWUA-CIO, 
and the company worked out satisfactory 
wage and hour agreements plus fringe 
benefits, and four looms instead of two 
were operated by each weaver. Though 
elements of the national Textile Workers 


The Importance of 
Being Important 


Together 


By CLARENCE A. WIMPFHEIMER 


President, American Velvet Company 


Profit sharing is more than a written 
agreement in this organization. Eleven 
years of inspired cooperation shows 


steady progress for both labor and 


management. 


union leadership had seen the inevita- 
bility of this trend, local membership in 
the union took longer to accept it—and 
so did they take longer to accept profit 
sharing which soon followed. 


PARTNERS IN PROGRESS 

Profit sharing, when first proposed by 
management, was rejected by the union. 
Not until late in 1940 was mutual con- 
fidence in each other well enough estab- 
lished to embark on a profit sharing 
plan. When accepted we made the pay- 
ment of profit shares to all employees 
retroactive to cover the fiscal year ended 
November 30, 1940. That’s how much 
confidence management had in the new 
team. And in return the company ob- 
tained a three-year contract from the 
union instead of the usual one year 
contract, in order to give us all a fair 
period of time to test the plan and to 
see how things would work out under 
the new system. By that time labor was 
beginning really to understand that man- 
agement had to have time in order to 
determine our profit-making ability. The 
first distribution of profits in 1940 
amounted to 11% of annual wages for 
every employee, a fair start. 

Since then the payments have fluctu- 
ated upward to 39.414% of wages paid 
for the fiscal year ended November 30, 
1947. This last year, the eleventh dis- 
tribution, amounted to 33.528% or an 
increase on top of wages and benefits of 
slightly more than one-third for every 
employee. 
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Labor and management alike have 
profited. We have tapped human poten- 
tials which we had never thought existed. 
Increased production efficiency is not the 
end but merely a means to achieve the 
kind of working democracy we value in 
our daily relationships. The identity of 
both labor and management with the 
success of the business as a whole is 
constantly growing. and so is the busi- 
ness growing! With “partners” such as 
I have we must constantly progress. And 
why not? Every worker in our plant 
knows that we can beat any competition 
the industry can offer. We believe that 
we have the best labor-management rela- 
tionship in the country. That kind of 
conviction means high morale, alert 
and responsible teamwork on the job 
every day. 

How did we get this way? The his- 
torical development, briefly referred to, 
alone does not explain the human factor 
—the unknown variable at work in 
every situation. When Local 110’s shop 
committee comes into the head office for 
one of the innumerable meetings with 
management, held as often as either 
labor or management desires, we never 
know just what the outcome will be. 
What we do know is, however, that 
nobody pulls any punches. We are at 
times painfully frank with each other. 
Each man and woman is respected for 
honesty of expression, above all. Never 
is a man or woman penalized for honest 
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opinion. That’s how we encourage ini- 
tiative and mutual understanding—or, 
rather, that’s one way. 


“POP’S” COMMITTEE 

Then we have what is known as the 
“Pop’s” committee of former union 
presidents who act in an advisory capac- 
ity on short notice. We have no formal 
lines of management-employee commu- 
nications set up. We have no printed 
“house organ’, though we have thought 
of it several times more as a way to in- 
form the families than the workers. We 
have no orientation lectures for new em- 
ployees. Perhaps we are remiss about 
such things. But we are proud to say 
that our workers have participated in 
national conferences, radio programs 
and even on world-wide Voice of Amer- 
ica programs. Anything of community 
significance gets into the local papers. 
As for the rest, we know each other on 
the job every day. 

This last December the company dis- 
tributed profit sharing cash bonus 
checks to 368 employees throughout the 
plant. Some executives will say that this 
is a comparatively small number to know 
personally and therefore a larger em- 
ployee force makes it impossible to 
create the kind of human relations we 
have here. To us that is simply a lazy 
excuse. We grant that any profit sharing 
plan must be tailor-made to fit the re- 
quirements peculiar to different situa- 


tions, of course. But profit sharing will 
work wherever and whenever both labor 
and management sincerely want to make 
it work, always remembering that the 
human factor is as important as the air 
we breathe. 

“When there are no profits, what 
then?” is a common question heard at 
about every public discussion of profit 
sharing. Anyone knows that labor has 
always suffered from losses in the form 
of unemployment or wage cuts. Losses 
are nothing new to labor, and labor is 
therefore more anxious than anyone else 
to make the business pay off profits. 
The worker also knows that no business 
prospers for long without profits. Can 
there be any better insurance against 
loss than the workers themselves who 
are determined to do their best? 


RISKS AND INSURANCE 

If asked to blame labor or manage- 
ment, I would suggest that the fault 
usually lies with management when an 
intelligible profit sharing plan fails. 
This can mean, I venture to say, that 
management has sometimes failed to 
provide leadership at the start in co- 
operation with labor’s leadership. If 
management admits no monopoly on 
free enterprise and the profit incentives 
which have made our American system 
work so well, it would seem but logical 
that labor should very specifically share 
in the rewards of that system. The suc- 


armed services prime contract production. 


Weaving Room, American Velvet Co., Stonington, Conn., now being expanded by 23,000 sq. ft. addition for high priority 
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cess of our world leadership today may 
well depend upon the extent to which 
management recognizes labor as a full 
partner. After all, our system of free 
enterprise is American labor’s system 
just as much as it is American manage- 
ment’s! 

If it takes profits to make me work 
harder and if I am entitled to those 
profits as the boss or stockholder or 
owner of a plant, why isn’t the worker 
entitled to a share in those profits which 
he has helped me to earn by working 
harder too? 

When a worker knows in advance 
(see our contract with Local 110, 
TWUA-CIO) that he is part and parcel 
of the success of the business as a whole 
and that he has a personal stake in that 
success, he increases his productive 
efficiency and sharpens his own wits on 
the job—or else his fellow workers on 
the job, not management, find a way to 
correct the situation. Anyhow, that has 
been my experience during the past 
eleven consecutive years of successful 
operation with profit sharing here at 
Stonington. Incidentally, turnover here 
has been nil during those years and we 
have all made more money—both labor 
and management. 


PROFITS SHARED THOUGH 
WAGES FROZEN 

Profit sharing certainly is in line with 
the highest aspirations of our American 
enterprise system in that every worker 
becomes a very practical capitalist with 
a vested interest in the rewards of pro- 
duction. He shares what he creates on a 
basis which sparks him to increase his 
own efficiency in cooperation with others 
on the job. In a situation like ours at 
Stonington his share of the profits goes 
up or down in proportion to the overall 
success of the business, i.e. his increased 
income from extra effort is tied to com- 
pany profits. And, incidentally, in times 
when wages are frozen, the worker still 
gets a share of the profits earned. He 
knows his share is tied to production, 
and this makes profit sharing still more 
important as a stimulus and an aid to 
wartime production schedules. 


SHARING — BOTH PROFITS AND 
SATISFACTIONS 

It is written into our agreement with 
the union (available to you on request) 


that eligible employees shall receive 
30% of the company’s annual net profits 
before taxes with each employee receiv- 
ing the same proportion of his annual 
wages as the next. There is nothing of 
the paternal “hand-out” about this. This 
extra income is earned in a self-respect- 
ing manner. The cash is little more than 
a practical form of recognition for extra 
services rendered. The host of personal 
satisfactions—plant, family, community, 
state, and national—known to men who 
work here is fitting evidence that the 
cash value of profit sharing is super- 
seded by those values which mean more 
than dollars to men practicing American 
democratic living. 

Some management experts may con- 
sider profit sharing simply a “tech- 
nique” of management. When used as 
such it has often been prostituted to the 
service of those who would chisel down 
wages, use profit sharing as a substitute 
for union wage levels and social benefits 
or to fight unions. Profit sharing won’t 
work if misused for such purposes. 

Personally, I would not want any- 
thing but a union shop in my plant! My 
experience to date gives me a very 
definite preference for the union shop. 
The self-imposed discipline of union 
members in our plant has minimized 
supervisory costs. They have cut down 
time wasted on the job because of their 
tight organizational unity. They police 


each other! We have had no need to 
resort to outside arbitration since profit 
sharing, no prolonged bargaining ses. 
sions and labor turnover has been nil, 


THE ESSENCE OF TEAMWORK 

Many stories could be told, humorous 
and otherwise, about the daily incidents 
which make up the spirit of what we call 
teamwork on the job here. Instances of 
voluntary helpfulness when one fast 
worker will switch over to a_ slower 
worker’s machine to help him catch up 
. . . the time when the union offered to 
help me financially when our high in. 
ventory was worrying them . . . the day 
we decided to go on four days a week at 
the initial suggestion of the union shop 
committee (which we did for a few 
weeks) until sales took care of the over- 
stocked inventory situation. . . . These 
are the people who make life worth 
living for me. 

We believe that right here in Stoning- 
ton, Connecticut, we have the kind of 
labor-management partnership that it 
takes to maintain national security with 
a maximum of individual freedom dur- 
ing peace or war. The achievements of 
Americans helping in this way to make 
democracy work are important not only 
to all of us on the job here every day, 
but also to quote a weaver in the plant— 
“to make the kind of world we all look 
forward to and enjoy living in.” 
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: jm ARTICLE and its title was sug- 
gested by a brief news item by Jack 
Raymond which appeared in the New 
York Times on January 5, 1951. The 
following quotation is from that news 
item: 


"The union is seeking acceptance 
of a program assuring its ‘Mit- 
bestimmungsrecht,' literally but in- 
adequately translated as co-deter- 
mination. Simplified, this means the 
union wants the right to share not 
only in decisions of management 
concerning wages and welfare but 
— and sales techniques as 
well. 


The author of this news item is quite 
correct in stating that “co-determina- 
tion” is an inadequate translation of 
“Mitbestimmungsrecht.” This word is an 
example of the many beautiful German 
compound words which cannot be trans- 
lated into another language by too literal 
a translation of their component parts. 

Examination of the component parts 
of our title word might start at the cen- 
tral syllable “stimm.” Literally trans- 
lated this means “voting.” The verb 
“stimmen” however means to determine, 
to accord, to agree. The noun “stim- 
mung” means tune, disposition, har- 
mony, humor. The addition of the rein- 
forcing prefix “be” changes the noun to 
mean determination or regulation. The 
further addition of the prefix “mit” im- 
plies determination with or regulation 
with. 

So far the translation of the word 
bit-by-bit from the viewpoint of ad- 
vanced management is rather innocuous. 
We get the sense of labor participation 
in the councils of management, not so 
much from the point of view of exercis- 
ing any right or privilege with respect 
to such participation but perhaps with 
the idea of management seeking the co- 
operation of labor and using labor’s 
advice and counsels on matters with 
which workers may be expected to have 
sound opinions. 

When we add the word “recht” the 
implications become more sinister. In 
many ways the German word “recht” is 
the same as the English word “right.” In 
its current context it means an inherent 
human right or a legal right as against 
a privilege that might be granted. Taken 
all together, we would conclude that the 
German steelworkers are threatening to 
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“Co-Determination” 
Mitbestimmungsrecht 


By SAMUEL L. H. BURK 


Director of Industrial Relations 
Pittsburgh Plate Glass Company 


Appraising the underlying causes of 
past and future demands by labor for 
power in influencing management de- 
cisions outside the usual bargaining 


sphere. 


strike because some assumed right to 
participate in or even over-ride the de- 
cisions of management has not been 
granted by management or secured by 
legislation. 


PRIVILEGE OR RIGHT? 

Similar but scattered attempts on the 
part of labor unions in this country are 
not novel. We believe that such attempts 
have been resisted by even the most 
“progressive” managements and re- 
jected by most labor unions. On the 
other hand, we have outstanding ex- 
amples in industry of many manage- 
ments seeking the advice and counsel of 
employees at all levels including quali- 
fied production and maintenance work- 
ers. In many areas this participation has 
been granted by management as a priv- 
ilege to appropriate members of its 
production team. In return for having 
granted this privilege, management has 
expected to secure more cogent coopera- 
tion from its lower echelons as well as 
those benefits that might be obtained 
from seeking the opinions of many quali- 
fied individuals before making an im- 
portant decision or launching upon a 
significant plan of action. 

So far as we know, however, most 


managements in this country that have 
made such moves have retained the right 
to make the final decision without possi- 
bility of veto by employees and certainly 
without the possibility of refusal to fol- 
low such decisions on the part of any 
employees or their elected or appointed 
collective bargaining representatives. 


It is at this point that the full danger 
of the “Mitbestimmungsrecht” concept 
becomes apparent. A procedure of this 
type strikes at the heart of sound prin- 
ciples of organization. This very point 
has been frequently emphasized by labor 
union leaders. To quote one example in 
point, Philip Murray has said, 


"To relieve the boss or the man- 
agement of proper responsibility 
for making a success of the enter- 
prise is about the last thing any 
group of employees—organized or 
unorganized—would consider work- 
able or even desirable. The unions 
are on record in numerous instances 
as recognizing that in the last anal- 
ysis management has to manage, if 
any concern is to be a success 
financially or in any other way... . 
In other words, someone has to ‘run 
the business.’ ... As between unions 
and management, there is never 
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any doubt as to where this respon- 
a should and actually does 
ie." 


The primary function of management 
is coordination, and many authors of 
significant contributions to the literature 
on this subject stress the point that the 
word “coordination” expresses all of 
the principles of organization in one 
word. Coordination is the ultimate ob- 
jective upon which all organization is 
founded from the point of view of its 
internal relationships. 

Professor Harold Thuesen, author of 
the recently published book, “Engineer- 
ing Economy,” has said: “Organizations 
are means of overcoming the limitations 
of people through cooperative effort.” 
He could have added, however, that the 
cooperative effort must be expended to- 
ward the achievement of a common ob- 
jective or toward what many authors 
have called the general interest. Since 
organizations are used to overcome the 
limitations of individuals, there is an 
implication that different individuals 
have different limitations. Therefore, it 
would appear that with a large number 
of individuals, there would be wide 
variation of action even in cooperative 
effort unless these actions were appro- 
priately and adequately coordinated. 
Regardless of the nature of the common 
objective or the motive behind the ob- 
jective, someone within an organization 
must be entrusted with final and ultimate 
authority to decide. There may be some 
question as to whether that someone be 
drawn from the ranks of ownership or 
‘from the ranks of the workers. Regard- 
less of origin, however, just as soon as a 
man is entrusted with administrative 
authority and responsibility, he becomes 
management. In the case of the chief 
executive officer, that responsibility is to 
make his decisions in the light of the 
general interest of the organization as a 
whole and not of the interests of an 
individual employee or of small groups 
within or outside of the organization. 

This is not to say that the effective 
administrator will approach the solution 
of his problems in any but the most 
humble or modest way. He will, wher- 
ever possible and practical in the light 
of the general interest, draw upon the 
wealth of specialized knowledge and ex- 
perience available in the individuals for 
whose efforts he is responsible. In the 
end, however, he must rely on his own 


judgment. If in the majority of cases his 
judgment is correct, and to the extent 
that such judgments are correct, he will 
be successful in discharging his respon- 
sibility and justified in exercising the 
authority assigned to him. 


FINAL AUTHORITY 

While we can not be too sure about 
what is going on inside of communist 
Russia, one of our national magazines 
has recently given us a little insight into 
industrial methods in Marxist Yugo- 
slavia. According to that magazine, the 
typical plant manager or superintendent 
is permitted to make decisions, subject 
to the veto of his workers’ council and 
also subject to appeal to higher govern- 
mental authority. While this may make 
for greater proletarian illusions of im- 
portance, it certainly does not make for 
effective operation in industry. It is un- 
doubtedly one of many reasons why 
Yugoslav industry has failed to measure 
up to its production requirements. 

L. Urwick, author of the “Elements of 
Administration” (Pitman and_ Sons, 
Limited) has made the point very well: 

"Since to secure the general in- 
terest is the basis of Command, the 
reason for its existence as an aspect 
of administration, it finds its under- 
lying principle in the one word 
quoted by Fayol as his eighth prin- 
ciple — namely, ‘centralisation.’ To 
say this is not to imply that the 
whole sum of the commanding in 
any undertaking should be gath- 
ered together in the centre. On the 
contrary, this would do violence to 
the principle of delegation already 
emphasized, In any large under- 
taking many subordinate officers 
must and should exercise functions 
of command. But just as ‘the su- 
preme co-ordinating authority must 
rest somewhere and in some form 
in every organisation,’ and Author- 

+ therefore is the basic principle 

of organisation and enters into pro- 

cess through the Scalar chain which 
finds its principle in Leadership, so 
when Planning enters into process 

through Command, it finds a 

corresponding principle in centrali- 

sation." 


When the chief executive officer of an 
industrial organization delegates, he as- 
sumes the calculated risk of decisions 
being made on the basis of sectional or 
even individual interest. The chief exec- 
utive’s responsibility is, as has been said, 


the general interest. Therefore, it js 
essential that somewhere within (as 
against outside of) the organization and 
in the organization’s executive structure, 
someone must have ultimate and final 
authority in order not only to overcome 
but appropriately to balance individual 
or sectional interests toward achieve. 
ment of the common goals. 


Since the objectives of a labor union 
may, in many of their aspects, be op- 
posed to or in direct conflict with the 
general interest of a single industrial 
undertaking, the voice of the labor union 
can not be given such weight in the 
councils of management that it can inter- 
fere either with the ultimate authority 
of command or with the discharge of the 
managerial responsibility. 


The statement in the immediately pre- 
ceding paragraph in no way reflects or 
depreciates the generally accepted prin- 
ciples of the right of workers to bargain, 
through their duly appointed representa- 
tives, for wages, hours, or conditions 
under which their services are to be 
employed. Neither does this statement 
detract from the apparent desirability of 
communicating to workers, directly or 
through their representatives, manage- 
ment decisions that affect the general in- 
terest. It would seem to have been ade- 
quately demonstrated that qualified par- 
ticipation in determination of the ele- 
ments entering into management’s deci- 
sions and a knowledge of decisions thus 
made act as an excellent incentive to the 
satisfaction of human needs in employ- 
ment in an industrial enterprise. It has 
been demonstrated just as conclusively, 
however, that men seek informed, de- 
cisive leadership. The executive who 
dilutes his leadership by day-to-day or 
hour-to-hour vacillation between or 
among the advices of his individual sub- 
ordinates fails in providing the type of 
leadership that men want. Even if this 
were not so, no organization of any 
kind can achieve its objectives nor serve 
the general interest of its members unless 
those members are willing or condi- 
tioned to recognize the authority of 
command. 


RESPONSIBILITY AND AUTHORITY 

In a free economy, individual organi- 
zation members are free to register their 
disapproval of commands by seeking 
employment elsewhere, or, when such 
commands impinge upon wages, hours 
or working conditions, to employ group 
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is economic force. Accumulations of ill- 
(as advised command decisions result in 
decreasing organizational effectiveness. 
Sooner or later the poor commander is 


nal replaced. But no commander could ever 
me have an adequate opportunity to demon- 
ual strate his effectiveness if a popular vote 
ve- had to be taken on every problem. 
Imagine the field officer in any army 
ion who had to poll every private on every 
op- tactical or logistic problem! The play, 


the “Command Decision,” pointed many 


rial morals, one of which was the difficulty 
ion of effective strategic bombing when the 
the “representative” of members of an or- 
ter- ganization, from outside that organiza- 
rity tion, insisted on a voice in the solution 
the of every problem. 

Appraisal of the symptom and recog- 
>re- nition of its disastrous effects are not 
or sufficient. We must attack the disease 
rin- which causes the symptom. Surely “Mit- 
iin, bestimmungsrecht” was not conceived 
anta- from blue sky and empty air. It wasn’t 
ons implanted in the minds of large groups 


be of workers in a manner similar to Athena 


ent springing full blown from the brow of 
of Zeus. It is an obvious conclusion that 
or some fundamental dissatisfaction must 
ige- exist; some human need is not being 
in- filled. Unfortunately we can not observe 
ide- or diagnose this ailment as it exists in 
yar- Germany. We can, however, make some 
ele- observations of apparently similar ten- 
eci- dencies in industry in this country. 
hus It is always less difficult to seek to lay 
the the blame on someone else and it is quite 
loy- possible that part or all of the blame for 
has unwillingness of the commanded to sub- 
ely, mit to commands may lie outside of the 
de- industrial organization. It will not, how- 
who ever, be our purpose to investigate these 
or possibilities. This article is written for 
or management in the hope that manage- 
ub- ment will be willing to examine its own 
of house before seeking to lay the blame 
this at the doorstep of a neighbor. 
ied Although the fundamental function of 
nai management is coordination, it is rec- 
less ognized that in the process of coordina- 
ndi- tion, management must in some way 
of secure the willingness of all of its sub- 
ordinates to work for the general in- 
terest. Mooney and Reiley in their book, 
“Onward Industry,” state that: 
ani "Leadership becomes the form 
heir which authority assumes when it 
cing enters into process." 
uch Leadership, motivating people to fol- 
urs low, is not a mechanical result of or- 
oup ganization. It is a matter of mind, not 
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of the physical or corporate body. Fun- 
damentally it stems from precept and 
example. A committee, whether it be a 
management committee, a labor com- 
mittee or a combination of both can not 
arouse individual enthusiasms nor in- 
spire individuals to follow. The indi- 
vidual executive can generate willingness 
to cooperate and, by his own actions, 
provide motivating examples to his sub- 
ordinates. 


The chief job, therefore, of each in- 
dividual member of management in ex- 
ercising his coordinative authority and 
responsibility is to do so with primary 
attention to the probable reactions to 
such decisions among the people as- 
signed to his jurisdiction. 

All of the factors which enter into the 
management of people in industry have 
been summed up under the heading Per- 
sonnel Administration. Management lit- 
erature is replete with references to the 
various phases of personnel administra- 
tion. It is not the purpose of this article 
to examine in detail the manner in which 
personnel administration attempts to 
satisfy those reasonable desires of human 
beings with respect to their industrial 
occupations. Its total objective is con- 
servation of human resources in the same 
way that the objective of other activities 
of management is conservation of mate- 
rial resources. Sound personnel adminis- 
tration emphasizes the essentiality of 
human beings in industry and the ne- 
cessity for the maintenance of the dig- 
nity and integrity of the individual. 


CAUSES OF DEMANDS 

In cases in this country or abroad in 
which individual worker members of an 
organization have sought greater power 
with respect to management decisions on 
matters other than wages, hours and 
working conditions, without stimulation 
from outside sources, it can be success- 
fully demonstrated that in one or more 
ways management has not been success- 
ful in meeting the reasonable expecta- 
tions and desires of employees with re- 
spect to what they should get out of 
their employment as members of a pro- 
ductive team. In each case, the faults 
may be few or many, but underlying 
causes might.well be discovered by ob- 
jective investigation in many areas. The 
investigation might cover, for example: 
an analysis of existing organization 
structure; an inventory of executive ap- 
titudes and capacities; a search for pos- 


sible blocks in lines of communication 
both upward and downward in the or- 
ganization pyramid; an appraisal of 
methods of salary and wage administra- 
tion; and consideration of the degree or 
extent of indoctrination of employees in 
the objectives, methods, procedures, 
products and policies of the enterprise. 
The above list is far from inclusive and 
is intended merely as an indication of 
causes for many underlying employee 
dissatisfactions with its leadership. Re- 
moval of all such causes makes for op- 
timum personnel administration. 

It is the belief of practical men in 
industry as well as of their academic 
colleagues in the universities that con- 
servation of human resources from the 
point of view of dignity and integrity of 
individual can and will form the chief 
bulwark against disruptive concepts like 
“Mitbestimmungsrecht.” Does advanced 
management choose the route of co- 
determination or the route of inspired 
leadership which leads to maximum 
coordination ? 


THE 
TIME STUDY 
ENGINEER 


Published monthly and dealing with all 
subjects of interest to industrial engi- 
neers, THE TIME STUDY ENGINEER is 
the international technical journal of 
scientific work measurement and indus- 
trial organisation. 


It seeks to deal with the theory and 
practice of scientific industrial manage- 
ment in all its ramifications, regularly 
carrying specially contributed articles 


by leaders in industrial engineering 
throughout the world. 
No industrial engineering library is 


complete without THE TIME STUDY 


ENGINEER. 


Sold by subscription only — $4.25 per 
annum post free to all parts of the 
world, 


All orders accompanied by remittance 
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THE TIME STUDY ENGINEER 
Gt. Peter House, Gt. Peter St. 
London, S.W.1. England 
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HE PROBLEM OF PRODUCTIVITY faces 
every industry in some form or other, 
but to a great extent special considera- 
tions apply to each industry. The under- 
lying principles have been the subject 
of discussion and study for many years 
past. Little that is new in theory can be 
profitably added to-day. The main con- 
tribution that can now be made is rather 
in the direction of the confirmation of 
those principles in the light of the prac- 
tical working experience of recent years. 
I will therefore confine myself to what 
we have done in Unilever and the con- 
clusions we have reached from the point 
of view of those industries with which 
we are concerned. I must leave it to those 
who are familiar with other industries 
to decide if and how far our experience 
can assist them in dealing with the prob- 
lem of productivity in their particular 
sphere. 


IMPORTANT BASIC PROBLEM 

I have chosen the subject firstly be- 
cause of its importance as a basic prob- 
lem upon the solution of which an 
industry’s ability to survive under mod- 
ern conditions depends; and secondly 
because the work we have done since the 
war has reached a stage when we can 
begin to look back, observe progress 
and draw conclusions as to the prin- 
ciples to be applied and the best methods 
to pursue. 


In what follows I use the term “pro- 
ductivity” in the sense of physical vol- 
ume, not value of product, and I relate 
it to the number of man-hours worked. 
In relating it to man-hours I do not 
suggest that low productivity is neces- 
sarily the fault of the worker, the result 
of insufficient effort or skill; nor on the 
other hand that an increase in produc- 
tivity is necessarily due to the worker, 
to increased effort or skill on his part. It 
is necessary for purposes of comparison 
to relate the number of units of output 
to some common factor, and man-hours 
is the simplest. It also has the advantage 
of directing attention to the importance 
and possibility of economizing labour at 
a time when some industries are ob- 
structed in their efforts to satisfy their 
markets by difficulty in securing labour. 

It is perhaps necessary at this point 
to make clear that improving productiv- 
ity per man-hour is not the only way of 
reducing cost. It may not offer as great 
an opportunity as other approaches. In 


Productivity 
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Chairman, Lever Brothers & Unilever Limited 


The world’s No. 1 problem receives 


special attention from the chief exec- 


utive of an organization operating on 


a world-wide scale. 


the industries in which we are mainly 
engaged — seed-crushing, margarine 
manufacture and soap-making — the 
labour element is small in relation to 
the final cost, a much larger element of 
cost being the raw materials. It is there- 
fore only natural that the production 
manager's first thoughts go to ensuring 
the most economical use of his raw 
materials. 

This aspect of production which we 
call “technical efficiency” has been and 
continues to be the subject of unremit- 
ting study, both in the factories and in 
the research departments. Very consider- 
able progress has been achieved and to 
that extent the scope for further im- 
provement may be diminished, but we 
expect nevertheless to see further worth 
while economies in this field in the 
course of time. 


CHANGE IN EMPLOYMENT 
SITUATION 

Perhaps the main incentive for in- 
creased emphasis on the study of im- 
provement in productivity comes from 
the change in the employment situation. 
Between the wars when there was serious 
unemployment in almost all industrial- 
ized countries there was a natural reluct- 
ance to make changes, the first effect of 
which was to reduce the numbers em- 


ployed. Now conditions are very differ- 
ent; these often make it difficult to main- 
tain a working force adequate to cope 
with an increasing demand for our pro- 
ducts. Even if the labour force is ade- 
quate, the prospect of getting more out- 
put without increasing numbers has a 
strong appeal to production managers. 

From the worker’s point of view the 
climate is also favourable, the emphasis 
having shifted from ensuring a job to a 
desire for a higher standard of living. 

All factories throughout the organiza- 
tion are expected to accept that expert 
study of labour productivity is necessary 
as an aid to efficiency which can be used 
for the benefit of the business. It is just 
as much the concern of those that are 
thought to be efficient as those that may 
be thought to be less so. Moreover, it is 
recognized that the benefits that accrue 
through it will redound to the credit of 
the management, and the fact that they 
do accrue is not regarded as a criticism 
of past performance. The full benefits 
will not be forthcoming without the help 
of experts, and therefore a pool of spe- 
cially trained personnel has been created 
centrally. 


STUDY ENGINEERS 
We have at the present time fourteen 
production study engineers based on 
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London and Rotterdam. This personnel 
is available to work out programmes for 
production studies with managements, 
and agree plans with them for subse- 
quent implementation by them. These 
experts have no stereotyped scheme to 
offer. There are certain principles that 
have to be observed if the plan is to be 
effective, but each plan is determined by 
the physical and human conditions of 
the individual factory units. 


These study engineers are also con- 
cerned with the training within the indi- 
vidual factories of experts whose duty 
it is to operate the plans after they have 
been accepted. It takes from two to three 
years to train a study engineer, i.e. a 
man who initiates productivity studies, 
and about twelve months to train one of 
the plant men who can take responsi- 
bility for the running of a plan in oper- 
ation. In the last four years thirty-nine 
plant experts have been trained. 


When the decision has been taken to 
initiate a study in a factory, the first step 
is to explain its objects to all concerned, 
management and workers, and to secure 
their effective co-operation. It is ex- 
plained that the object is to improve 
methods so as to make working condi- 
tions easier, at the same time bringing 
about a reduction of cost; that in prac- 
tice no worker loses his employment by 
reason of it, any redundancies being 
taken care of by reduction of intake of 
new workers; that the object is to 
achieve more effective use of the same 
amount of effort that is presently being 
expended rather than to demand a 
greater expenditure of effort. Further: 
that the correct assessment of a normal 
day’s work will provide the basis for 
considering the introduction of an in- 
centive scheme of wage payment. Ex- 
actly what the study will involve is made 
clear to everybody, and that it can only 
be effective if all carry on in their nor- 
mal way while it is being made. The 
results that can be expected are largely 
determined by the thoroughness with 
which the objectives are understood by 
the management and workers. 


STUDIES AND PLANS 
Production studies which lead to the 
final plan can best be discussed in the 
following sequence: 
(i) layout and equipment 
(ii) organization of work 
(iii) human factors 
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The studies on which these observa- 
tions are based in the main relate to the 
United Kingdom and the Continent and 
the period since 1945. Here the effort has 
been on a co-ordinated and organized 
basis, gradually expanding as more 
trained personnel became available and 
as we grew more sure of the lines on 
which we were working. Before the war 
attention to productivity was more spas- 
modic — at any rate in our European 
factories. In the United States, work in 
this field has received more continuous 


attention. As soon as more trained per- 
sonnel are available it is the intention 
to extend the studies to all our overseas 
operations. 

(1) LAYOUT AND EQUIPMENT. — The 
difficulty with layout is that in an exist- 
ing factory it is not easy to make a fresh 
start. In our organization, for instance, 
the design of some factories is somewhat 
unsatisfactory, usually because during 
the earliest phases of their history they 
developed in a rather haphazard manner 
and extensions therefore had to be made 


TABLE SHOWING COMBINED RESULTS OF IMPROVED METHODS AND INCENTIVES 


Productivity after 
Productivity before application of Percentage 
Factory or Department application of Production Study increase in 
Production Study and incentives productivity 
Expressed in standard minutes* 
COUNTRY I 
FACTORY A 
Toilet soap 30 75 150 
Mechanical packing 61 67 10 
Vim 36 65 80 
Cosmetics 31 76 145 
FACTORY B 
Cattle cake factory 47 70 48 
Bag repair and storage 47 80 70 
Cattle food 34 64 88 
FACTORY C 
Soap production 38 75 100 
COUNTRY II 
FACTORY D 
Vim 45 75 66 
Powder (mechanical 
packing ) 54 74, 37 
FACTORY E 
Margarine production 48 62 29 
no incentive applied 
COUNTRY Ill 
FACTORY F 
Packing 39 60 54 
Dispatch 35 70 100 
FACTORY G 50 78 56 
FACTORY H 42 78 86 
COUNTRY IV 
FACTORY I 
Soap production 52 72 38 
COUNTRY V 
FACTORY J 48 80 67 
COUNTRY VI 
FACTORY K 40 68 70 


*A4 standard minute represents the amount of work which can reasonably be expected 
in one minute from a normal worker after introduction of improved methods of operation. 
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which had not been foreseen and for 
which a suitable space had not been pro- 
vided in the initial plan. Ultimately this 
lack of logic works out in high cost— 
particularly of internal transport. It is 
our experience that even in a poorly de- 
signed factory methodical planning can 
quite often greatly improve the flow of 
production, and thus increase efficiency. 
Sometimes a certain amount of building 
is necessary for this purpose. 

Even more important than design and 
layout is the quality of the equipment. 
In our organization we have plants of 
various degrees of modernity, and this 
gives us an opportunity to see how much 
difference equipment can make. 


THE MEASURE OF EFFICIENCY 

The number of man-hours required 
for a certain process with modern or 
with obsolete machinery is not the only 
measure of efficiency. The higher cost of 
equipment too has to be considered. In 
most cases, however, this increase in cost 
is more than compensated by the savings 
in handling-cost, especially when cost of 
power, space, etc., is taken into con- 
sideration. A few comparisons show the 
importance of first-class machinery for 
the efficiency of labour. In one of our 
factories the manufacturing and packing 
of soap-powder requires 8 man-hours per 
ton. In another factory where production 
is in comparable units, but the mechani- 
zation is higher, the corresponding fig- 
ure is only 4.2 man-hours per ton. In a 
factory where we pack by hand, manu- 
facturing and packing of household soap 
tablets require 23.5 man-hours per ton, 
whereas in another factory where a mod- 
ern packing machine is in operation the 
labour cost of this product has been re- 
duced to 8.1 man-hours per ton. 


Similar differences exist in our mar- 
garine factories. The average standard 
for factories, operating the old batch 
process, is about 9 man-hours per ton 
of packed margarine. By applying a con- 
tinuous method the standard can be 
brought down to 644 man-hours per ton, 
and by further mechanization of packing 
even to 5 man-hours per ton. 


(II) ORGANIZATION OF WORK.—A logi- 
cal layout and modern equipment do not 
by themselves guarantee the highest de- 
gree of efficiency. It is also necessary to 
concentrate on the organization of work 
down to the movements of the individual 
worker. We have been soap makers and 
margarine makers for a few generations, 


but it is remarkable that men who have 
grown up in a particular job find it 
difficult to detach themselves sufficiently 
to obtain a fresh outlook. Quite often a 
trained observer can suggest more effec- 
tive means of using time and energy, not 
only because of his specialized technique 
of observation and analysis, but also on 
the principle of a new light on an old 
subject. 


STANDARDIZATION 

One of the main reasons for loss of 
time and energy is the lack of standard- 
ization of products. Changing over from 
one size or weight to another causes con- 
siderable losses. Conveyor-belts have to 
be stopped and machines reset every 
time, and during re-setting not only the 
productivity of the machine but also that 
of the operator is nil. Hete we have a 
problem that calls for a great nicety of 
judgment—the striking of a balance be- 
tween the consumer’s demand for variety 
and operational efficiency. The consumer 
is interested in operational efficiency be- 
cause it is one of the determinants of 
the selling price. We therefore plan to 
produce as many products as possible by 
continuous runs, and where this is not 
possible to limit production to runs of a 
certain minimum length. Moreover, in 
countries where we have more than one 
factory we are able to increase the de- 
gree of standardization by concentrating 
particular types of runs in certain fac- 
tories. 

The interruption caused by re-setting 
is only one form of irregularity of flow, 
which is one of the greatest sources of 
waste. In fact, at the very outset of a 
study we often discover that a lot of 
time is spent waiting for the next job. 
This was most obvious when raw mate- 
rials were in short supply and arrived 
at the factory in irregular quantities. 
One example will illustrate the point. 
During the year 1948, in one factory, 
labour cost per 100 units of production 
of one item varied from 4/- to 13/-, 
mainly in accordance with the volume 
of production in different weeks. It is 
not always possible to avoid hold-ups in 
the delivery of raw materials. There is, 


Lever Brothers & Unilever, staffed 
by 226,000 people, manufactures 
and sells in nearly every country 
in the world. 


however, no reason why workers en. 
gaged for instance in cleaning drums or 
repairing bags should waste time in wait. 
ing for the next lot. Elimination of wait. 
ing time has often helped to increase 
performance by as much as 30 per cent, 
Apart from external influences it is in 
most cases possible to secure a continu. 
ous flow by simple means, once the mat- 
ter is given systematic attention. 


BOTTLENECKS 

Surprising though it may seem, it is 
often more difficult to discover where 
exactly bottlenecks in the plant lie. 
Sometimes they are almost unnoticeable, 
and yet they have a decisive influence on 
output. This was evident during the war 
when in one of the occupied countries 
the manager of a soap factory slightly 
reduced the speed of the packing ma- 
chines. His aim was to practise a mild 
form of sabotage, but he was able to 
find an excuse in the inferior quality of 
war-time packing material. This ap- 
peared te be a very small matter, but in 
fact it reduced the production of the 
whole factory by 10 per cent. Now this 
was a bottleneck of which the manager 
was very well aware, but there are many 
factories in which bottlenecks are only 
discovered by study. This must be done 
by close co-operation of the expert with 
the factory management. 

It has been well known that workers, 
even when they have done a certain job 
for a number of years, make unnecessary 
movements and thereby waste energy. By 
motion study it is possible to show how 
the same job can be done with less effort 
if things are arranged in a slightly dif- 
ferent way. If and when, after such re- 
arrangements, the worker’s performance 
is increased, it is not because he is being 
driven, but because he has been helped 
to use his energy to better effect. Work 
study in a department where labour is 
chiefly manual has much greater effect 
than in a department which has already 
been mechanized; because the machine 
in itself compels a certain amount of 
purposely organized effort. Still, even in 
mechanized departments savings are pos- 
sible. This was demonstrated by a study 
of mechanical packing in one of our 
soap factories, which resulted in an in- 
crease in productivity of 20 per cent. 


THE NEW “NORMAL” 


On the whole, our experience is that 
even without incentives, by just studying 
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the methods of work and improving 
them, we have been able to establish a 
level of productivity which we will call 
the new “normal”, 30% above the pre- 
viously existing level. To reach this level 
no extra effort by the worker was called 
for. It was solely a matter of eliminating 
waste and improving conditions. It 
should be emphasized that the “normal” 
is determined by the results of the stud- 
ies and is then explained and accepted 
by the management and the workers con- 
cerned. This brings me to the last and 
most important point in the sequence— 
the human factor. 

(111) HUMAN FACTORS.— When refer- 
ring to the rather low standards of in- 
dividual performance which have been 
typical of the post-war situation in most 
countries, some critics have assumed that 
this is all due to lack of effort on the 
part of the workers. Of course, war-time 
circumstances have to a certain extent 
affected the workers’ effort. In occupied 
countries most people had adopted a go- 
slow attitude for patriotic reasons. It is 
not surprising that after a period of 
passive resistance, frequently combined 
with undernourishment, the return to 
pre-war performance took some time. In 
other countries active warfare had de- 
manded the utmost energy of all during 
a number of years, and a certain reaction 
was bound to set in. 


I think that these difficulties have been 
overcome by now and that wherever in- 
dividual performance is inadequate it is 
wise to look at the methods of super- 
vision in some detail. Day to day pro- 
cedure, and the level of understanding 
on the part of supervisors may vary con- 
siderably. In our experience a good man- 
ager’s efforts to increase efficiency, after 
mutual consultation, are hardly ever 
frustrated by resistance from the work- 
ers. Neither workers nor office personnel 
like to work long hours, but whilst they 
are on the job they are generally willing 
to work. In our organization we are al- 
ways in a position to compare conditions 
in different countries, and it is remark- 
able—perhaps to many this may be un- 
expected —that in our experience of 
European countries we have not found 
any important differences between the 
workers of various nationalities as far 
as willingness to work and potential 
performance are concerned. Generally 
speaking, there are two motives for 
workers to accept production study, 
namely that it saves energy and that it 
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brings in extra money. 

It follows that the worker must be 
guaranteed that his wage will be main- 
tained even if the amount of physical 
effort required is less than was necessary 
before the improvements were _intro- 


duced. 


NEED FOR FULL UNDERSTANDING 

The acceptance by all concerned of 
these work tasks is vital and can only 
be achieved by explaining in detail to 
everybody exactly how the measurement 
of them has been arrived at. To achieve 
this it may be necessary to hold classes 
of selected keyworkers to explain the 
various measurement techniques. No 
trouble is too much to take to ensure full 
understanding. When the production is 
organized on the new basis, everybody 
should feel that the work has been made 
more attractive with a saving of physical 
effort. 

The time taken to complete a produc- 
tion study in a factory to the point of 
establishing the new “normal” varies in 
accordance with the complexity of the 
operations to be studied, the amount of 
time that the management can spare 
from day to day operation, and the 
degree of confidence that exists between 
the management and the workers; but 
in no instance can it be done quickly. 
In a medium sized factory, say one 
employing 500 workers, a minimum of 
twelve months is required. At least half 
this time is devoted to establishing basic 
understanding of the methods to be used 
and the objectives that are sought to be 
achieved. 


“NORMAL” PRODUCTION AND 
INCENTIVE SCHEME 

A production study can stop at the 
stage where work tasks have been set in 
relation to the improvements in layout, 
equipment and organization, and in 
many cases it does. This “normal” can 
also form the starting point for a sound- 
ly-based incentive scheme, acceptable to 
both workers and management. 

From 1945 to date production studies 
have been initiated in eighty-two fac- 
tories throughout the United Kingdom 
and the Continent. In thirty-nine of these 
the study has not yet been carried be- 
yond the establishment of the “normal”; 
in the remainder, incentive schemes have 
been introduced. 

Proportionately, the number of incen- 


tive schemes introduced is much less in 


the U.K. than in the other countries. 
This is due to the fact that we started 
rather later to build up the necessary 
expert personnel. On the other hand in 
some Continental countries there has 
been a more positive pressure from the 
worker for the introduction of incentive 
schemes as a means of bringing his wage 
packet up to an adequate level, direct 
wage increases unaccompanied by in- 
creased productivity being in many in- 
stances prohibited by decree. 

The introduction of an_ incentive 
scheme once the “normal” has been es- 
tablished is relatively simple since the 
measurements on which the incentive is 
to be based have been already estab- 


lished and the method of recording set 


up. As a rule, a few weeks suffice. The 
principle is that the worker receives the 
full benefit of the reduction in labour 
cost per unit resulting from output in 
excess of the “normal”. The Company 
benefits by the reduction in the overhead 
element in the cost arising from the 
higher output. The Company bears the 
additional cost of the clerical expense 
necessary for the recording. In the main, 
incentive schemes result in increases in 
output and workers’ earnings of about 
20 per cent. 


Generally speaking, incentive schemes 
are based on groups of workers rather 
than individuals. The groups should be 
small enough to keep every member in- 
formed and interested. 


WHEN “NORMAL” MAY 
BE CHANGED 

I shall not dwell upon the details of 
our incentive schemes because they vary 
with the character of the work. The point 
I want to emphasize is how essential it 
is for the workers to understand the 
technique of the system and to accept it 
whole-heartedly as being fair. The same 
point has already been made in relation 
to the establishment of the “normal”. 
The operation of the incentive schemes 
requires the continuous attention of 
management. In the course of time as 
conditions change it is necessary to alter 
the “normal”, and this must receive 
close attention. The change can be in 
either direction. For instance, if sub- 
standard material has for some reason 
to be handled the operator must not be 
penalized and so the “normal” has to be 
reduced. On the other hand, if better 
machinery is installed, the “normal” will 
have to be increased. It is extremely 
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important that nothing be done to under- 
mine the workers’ confidence in the real 
aims of the incentive plan. Much of the 
disinclination of workers to accept in- 
centive schemes has been caused by fear 
that the rates may be cut as higher per- 
formance is achieved. For this reason 
we do not alter the “normal” unless 
some change in the equipment of the 
unit or in the character of the material 
makes it necessary. Technical improve- 
ments increase the output per man with- 
out any extra effort from the worker, 
and it is not reasonable that gains thus 
obtained should go to the worker in the 
form of bonuses. 


SCOPE OF SCHEME 

It is generally desirable that incentive 
schemes should be introduced to cover 
as large a proportion as possible of the 
workers engaged in a unit at the same 
time. This is desirable operationally, 
otherwise the harmony between the out- 
puts of related departments would be 
disturbed. Moreover, it is not desirable 
to give the opportunity to one particular 
group of workers to enhance their earn- 
ings unless similar opportunities can be 
given to the others. 

This raises a further point, namely, 
that there are some operations in a fac- 
tory which do not lend themselves read- 
ily to inclusion in incentive schemes 
based on the output of the operators 
immediately concerned — maitutenance 
workers being a good example. The dif- 
ficulty with these non-standard work 
tasks is to measure them satisfactorily 
and to record them without excessive 
cost. 

Speaking generally, we believe that an 
incentive scheme should not be intro- 
duced unless 50% of the workers can be 
brought within it. For it to have the best 
chance of success, we believe that it 
should comprise 75%. Whatever per- 
centage of workers can be included, the 
problem of what to do about those not 
covered by an incentive scheme must be 
faced. There are various alternative 
methods of increasing their earnings. The 
method selected should obviously pro- 
vide for their earnings to increase, but 
not out of proportion to the earnings of 
those covered directly by the incentive 
scheme. 

The main points which | have indi- 
cated as having been brought out by our 
experience so far, are: 


(i) Production studies cannot be 
done quickly, for it is essential 
that they should be thorough. 
The methods to be used and 
the objectives sought must be 
made clear to, and accepted 
by, management and worker. 
This demands a great deal of 
patience. 


(ii) Production studies require spe- 
cially trained personnel. Once 
a plan has been introduced a 
specialist must be appointed to 
each unit management. 


(iii) Above all, the first priority 
must be given to the mainte- 
nance of complete confidence 
between management and 
workers, without which satisfac- 
tory results cannot be main- 
tained. 


From time to time figures of produc- 
tivity of individual industries are pub- 
lished — in particular making compar- 
isons between one country and another. 
Operating as we do in a large number 
of countries it can be rightly assumed 
that we are well placed to provide data 
of this kind for the industries in which 
we are engaged, but in fact such figures 
— although no doubt of general interest 
to the economist — have little direct use- 
fulness for the industrialist. His task is 
to produce at the lowest cost units of 
output which are saleable. 


Theoretically, we could increase our 
productivity in England and Holland if 
we adopted the larger units of sale that 
are prevalent in the United States. To 


give one example: the average unit of 
sale to the consumer of the leading 
brand of packaged soaps in the U.S. is 
23 ozs. per packet; whereas in England 
it is 7 ozs.; and in Holland it is 9 ozs, 

In all cases the packing operation is 
done by machinery, the output of which 
is determined not by the weight of the 
throughput but by the number of units 
that have to be produced. It is there. 
fore not practicable to obtain the same 
productivity per ton of output in Eng- 
land and Holland as in the United States 
until the standard of living rises to a 
point which permits the consumer to buy 
in larger units. 

Again, as we have already pointed out, 
the degree of mechanization has a large 
influence on productivity, but the prac- 
tical limit of mechanization is deter- 
mined by the all-in cost. So it follows 
that the greatest opportunity to mechan- 
ize effectively exists in countries where 
the general wage level is highest. It is a 
fact that the wage level is higher in the 
U.S.A. than in England and Holland. 

For these reasons — and there are 
others — productivity figures by them- 
selves are not a true criterion for meas- 
uring efficiency between one country and 
another. We do believe that it is valuable 
to study the methods by which high pro- 
ductivity is obtained in different coun- 
tries and then to see how far they can 
be applied elsewhere under differing 
conditions, and that is what we are at- 
tempting to do. By so doing, we shall 
in the course of time make a contribu- 
tion towards raising the standard of 
living in all the countries in which we 
operate. 
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VER THE DELAWARE RIVER at Trenton, 

New Jersey, there’s a bridge with a 
big sign on the side. The sign reads: 
“Trenton Makes —The World Takes”. 
That’s a catchy slogan, and I give all 
credit to Trenton for thinking it up. The 
first part is all right. Trenton is a big 
manufacturing center. But the second 
part of the sign I’m not so sure about. 
If you know anything about competition 
in American business, you know as well 
as | do that the world doesn’t just take. 
It sits back and looks the manufacturer 
in the eye, and it says, “Okay, Bud, you 
made it; now make me take it. I want 
round-the-clock delivery and de luxe 
service’. 

And the manufacturer, in Trenton, 
and everywhere else, does his level best 
to fill the bill and still keep the price of 
his product at a level people will pay. 
He goes out and buys raw materials at 
the best figure he can wrangle. He then 
turns the raw materials into finished 
products in his factory—and you can 
be sure that every production line cost 
is under his closest scrutiny. But once 
the product leaves his factory door— 
once it enters that confusing world of 
distribution, peopled by distributors, 
jobbers, warehouse operators, truckers, 
railroaders, accountants, credit men, ad- 
vertising men, retailers, and a lot more 
—then many a businessman shrugs his 
shoulders and lets costs run where they 
will. He accepts without question the 
startling fact that, on the average with 
all consumer goods, it costs as much to 
distribute goods as to make them. In 
other words, about half the retail price 
of consumer goods in general goes to 
pay for distribution. The rest is for 
production. 


That leads us to the conclusion that 
too many businessmen are paying too 
little attention to distribution, which is 
precisely the case. Maybe it’s not sur- 
prising, however; the broad view of 
distribution is not very old. It has been 
shaping up fast during the past decade 
or so, and a lot of men in industry still 
aren’t ready to accept it — thousands 
probably haven’t even heard about it. 


And what do we mean by distribu- 
tion? Just this. It’s the sum total of all 
operations involved in moving finished 
products from the place where they are 
made to the place where they are used 


Adapted from a paper presented at the 
annual 1950 ASME meeting. 
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Productivity Standards 
—W arehousing 


By S. STOKES TOMLIN 
Distribution Engineer, Marketing, Shell Oil Company 


The Distribution Study Committee: — 


its purpose, policies, techniques and 


achievements. 


— factory to consumer. It’s a bigger 
job than it looks. If you take only the 
main phases, you get seven basic func- 
tions: transportation, warehousing, mar- 
keting (wholesale and retail), advertis- 
ing, and a good part of research, engi- 
neering, accounting and finance. 

Distribution — the sum of all these 
jobs — is what it takes to make the 
world take our products. The world is 
paying a fancy bill for the service — 
and so are we. Right now, distribution 
costs the American consumer about $90 
billion a year. 

If that figure on distribution costs 
doesn’t seem important, I suggest you 
look at it in two ways. First, think about 
the development of American business. 
The key to the story is production — 
mass production. And the result has 
been efficiency — the greatest efficiency 
ever known. Oil refineries that used to 
make four or five products from a bar- 
rel of crude now make over 1200. Shoe 
factories are making shoes 16 times as 
fast as they used to. Automobile manu- 
facturers have progressed so far that if 
they were still using methods they used 
in the early 1900’s, the average car 
today would cost $60,000. 

Now, what does that mean? It means 
we've concentrated on manufacturing. 
We’ve gone at it scientifically and we’ve 
done a terrific job. But can we improve 
as much in the next 50 years as we have 
in the past? Barring some radical 
change — such as the use of atomic 
energy — I doubt it. 

With that background on the manu- 


facturing side, let’s look at distribution 
costs. Suppose you’re handling a highly 
competitive product, such as gasoline, 
or bread, or soft drinks. You’ve stream- 
lined your manufacturing to the nth 
degree. So have your competitors. You 
know your production costs down to 
four decimal places. So do your com- 
petitors. But you’re not too sure how 
costs break down in the distribution end. 
And neither are your competitors, as 
far as you know. Then one day you wake 
up and find that a competitor has cut 
his unit warehousing cost by fifty per 
cent — or his direct selling cost by 30 
per cent. Think you'd be interested? 
You would. 

And that’s the road we’re going — 
toward more efficient distribution. It’s 
the only way we can go. As I said a 
moment ago, it’s not likely we can make 
any further big cuts in manufacturing 
costs. Materials, labor rates. and taxes 
are high and seem to be going higher. 


‘We must turn now to distribution, where 


the big problems lie. And we'll solve 
them as we did before — by putting 
science to work. Keep your eyes open 
for the next few years and you'll see the 
trend shaping up. We’re heading into 
a new era in business. Years ago, science 
went to work inside the factory and gave 
us mass production. Now it’s going to 
work on the other side of the factory 
gate. And as sure as two and two makes 
four, the next fifty years will become 
the age of scientific mass distribution. 

Bringing that age into being will take 
a lot of time and a lot of work. So far, 
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we've only scratched the surface of the 
job. But the start we have made proves 
that the job is worth doing. The strong- 
est proof I have found is in the progress 
we have made at Shell in analyzing and 
controlling distribution costs. 


Quite a few years ago, our manage- 
ment, like the management in many 
other industries, became concerned 
about rising costs. The price of crude 
oil had gone way up. It was costing 
more to build new plants and buy new 
equipment than ever before. There was 
also some natural concern about the 
increasingly competitive market, which 
had put a brake on income. 


This well-known state of affairs had 
come about with the growth of the in- 
dustry and the broad changes in the 
economy as a whole. At the turn of the 
century, labor was cheap, pipe and other 
materials were cheap, so crude oil was 
cheap. Gushers were permitted. Flares 
roared in many a field. Oil was running 
almost like water, and production ran 
far ahead of demand. In a set up like 
that, costs were not too important. 


The years since then have brought 
big changes. Conservation has risen high 
on the list of management responsibil- 
ities and interests. Now we use petrol- 
eum far more efficiently and thoroughly 
than we used to. Today we make hun- 
dreds of products from petroleum com- 
ponents we used to throw away or burn 
as waste. We have been through a war, 
a boom, a depression, another war and 
a period of amazing growth. The oil 
industry has had to expand greatly in 
the face of rising demand for products. 
At the same time, the oil industry has 
had to find ways of meeting higher costs. 
For every gallon of product we sell 
today, we spend more on exploration 
and production, manufacturing and dis- 
tribution than we used to get wholesale 
for that very same gallon. 

The changes came about gradually, 
and Shell management saw them com- 
ing. Management also saw that the best 
way to meet the changes and survive in 
tough competition was to find places to 
cut costs. We knew how much it cost 
to find oil and get it out of the ground. 
We knew the price of new construction, 
the costs of running pipe lines and refin- 
eries. Because these things had been 
done so scientifically, they offered no 
big chances for major savings. 


However, there seemed to be room for 


improvement in distribution. Our knowl- 
edge in that field was not as clear as in 
the other parts of the business. No one 
knew exactly what it cost to move a 
unit of any product from the refinery 
through the depot to the ultimate con- 
sumer. We knew the total was high, but 
we did not know how it broke down 
into specific costs for clerical work, 
warehousing, truck delivery and so on. 
It was impossible to tell where savings 
could or should be made. 


But that’s just what we had to know. 
In order to get the answers, Shell formed 
a Distribution Study Committee. Mem- 
bers were the Chief of the Marketing 
Research and Analytical Department, 
the superintendent of Marketing Opera- 
tions, a representative of the sales de- 
partment, and the Distribution Engineer. 


The Committee’s first target was not 
to cut costs — but to find out what they 
were. The objective was to get full in- 
formation on all distribution expenses 
— how much it cost to receive that unit 
at the depot . . . to warehouse it... 
get it out of the warehouse . . . move 
it to the customer. This meant the com- 
mittee had to work out ways of measur- 
ing exact costs for such things as super- 
visory work, yard labor, clerical work, 
truck operations performed by our own 
trucks as well as by outside trucks, rental 
or amortization, taxes, utilities, and all 
semi-fixed or fixed miscellaneous ex- 
penses. 


The Committee had one big advantage 
. .. or obstacle, depending on how you 
looked at it. They were completely on 
their own. They had no guide. There 
were no preconceived ideas to sway their 
thinking. The job simply had never been 
done before. 


Late in 1948, the Committee met for 
the first time and drew up a plan of 
attack. First, they decided exactly what 
information they would go after and 
how they would present it. Then they 
agreed to run their study in the most 
typical marketing division they could 
find. 

They chose a fairly large midwestern 
territory — Ohio. There were three 
reasons for the choice. First, transpor- 
tation facilities in the area are a good 
cross section of our facilities nation- 
wide. Second, the Cleveland division is 
close to average in its volume of sales 
to motorists. And third, the area has a 
good balance between farm and indus- 


trial markets. The Committee believed 
that if the study worked out well in the 
Cleveland division it could be used in 
others. 


Preliminaries lasted about six weeks, 
The study actually got underway on 
February 16, 1948. The approved plan 
called for research along two main lines, 
The first was a study of distribution 
costs from refinery to depot. This was 
like any transportation and supplies 
problem in any company, and it was not 
too hard. It was just a matter of getting 
the cost of moving a unit of any product 
by railroad, pipe line, water or truck 
from all supply points — Pacific Coast, 
Eastern seaboard, and Gulf Coast — to 
Dayton, which is one of the main re- 
ceiving points in the Cleveland division. 
These costs were easy to compile. 


The second line of study covered costs 
inside the depot and from depot to the 
customer. This was far more complex 
than the other because it involved many 
more people doing many more jobs. We 
did it by breaking down all the depot 
operations into five main categories. 
Then we set up a job analysis form for 
each man in each category. 


The first group included supervisors 
and assistants. For them, we set up time 
study sheets designed to show three 
things: (1) time spent on administrative 
and office work, (2) time spent in con- 
nection with truck operations, and (3) 
time spent with plant and warehouse 
operations. 

The second group included the cleri- 
cal force — clerks, truck dispatchers and 
cashiers. Their time sheets were a little 
more detailed. They were set up so as 
to record the exact amount of time each 
man spent on the forms used for each 
product. The sheets even had space for 
phone calls — which were charged 
against specific products and even 
against specific types of containers, when 
this could be done. 

The third category included yard and 
warehouse personnel — the men who 
work on the loading racks, where trucks 
are filled with products, the maintenance 
men and warehouse personnel. For this 
group we drew up time sheets with 
spaces for time spent on loading racks, 
on yard maintenance, on receiving, stor- 
ing, and shipping products, on the hand- 
ling and filling of empty drums and so 
on. As with the other categories, these 
time sheets charged every minute of 
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work to a specific product. 

In the fourth category were truck 
drivers. Here, the forms had two main 
subdivisions. First, for different types of 
trucks — flat bed or stake trucks and 
the several types of tank trucks; and 
second, for the time spent in moving 
each product. 

The fifth category covered depot 
mechanics — the men who keep the 
trucks going. Their time sheets showed 
the various types of trucks and the time 
spent taking care of each. The sheets 
were also set up so as to relate time 
spent on a truck to specific products. In 
this case, however, we were concerned 
about types of products rather than unit 
quantities. With these reports, we could 
work the costs for maintenance back to 
any truck we chose and so find out 
which were giving the best results. 

Once we had these forms all set, mem- 
bers of the distribution committee took 
them to 10 depots in order to introduce 
the project and explain the forms to 
depot personnel. This was a tremen- 
dously important part of the program. 

You don’t have to be a personnel ex- 
pert to know that a man is likely to get 
suspicious if a brass hat from New York 
hands him a big, complicated sheet and 
tells him to account for every minute 
of his working day. Our first job was 
to kill any doubts the forms might raise 
in the minds of employees. 

We did it by laying all our cards on 
the table at the very start. We told them 
what the forms were all about — why 
we were making the study — why we 
needed their help and how the study 
would help them if it were done right. 
We wanted to get set for tougher com- 
petition in the days ahead, and the better 
we could meet competition. the better off 
the employees would be. It was as simple 
as that. 

To prove we weren’t trying to spy on 
anyone, we passed out the forms and 
asked each man to let his conscience be 
his guide. We did not check up on any- 
body. And we told them we didn’t care 
about time they spent for coffee or 
smokes. All we wanted was an accurate 
record of the time they spent working 
with each product in an ordinary day. 
Time that wasn’t accounted for on the 
sheets we simply prorated against the 
total gallonage handled by the depot. 

By going at the job with everything 
open and above board, we got wonder- 
ful cooperation — I'll tell you more 
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about that in a minute. 

Once the forms had been explained to 
the employees, we passed them out and 
the study was actually underway. We 
decided that the time sheets should be 
kept for one month. Any longer period 
— though it might seem desirable as 
insurance for greater accuracy — would 
put too big a load on the employee. 

In addition to setting up the em- 
ployees’ time study, the distribution 
committee made its own check of the 
paper work done in the depots. They 
made a step-by-step breakdown of all the 
forms used in handling all products — 
aviation gasoline, motor gasoline, diesel 
fuel, lubricants, heating oils and so on. 
In order to be sure they had a represen- 
tative sample of the work, the committee 
ran this study a full three months. 

Some of the results were surprising. 
In one depot, for example. it turned out 
that the average unit of paper work 
“moved” 260 gallons of automotive gaso- 
line — but only 17 gallons of lubricating 
oil. In another depot, one clerical or 
paper work unit accounted for the sale 
of 106 gallons of gasoline, and an equal 
clerical unit moved 48 gallons of lubri- 
cating oil. The reason for the second 
depot’s better performance in lube oil 
was that the depot supplied a big indus- 
trial market, where the demand for lub- 
ricants is naturally heavy. 

Once we had developed figures for the 
time spent on paper work we could easily 
figure the clerical costs in all the depots 
for handling any class of product. 

Now, so far, I have talked specifically 
about only two parts of the depot study 
— the job analysis for employees and 
the evaluation of paper work. These are 
important — and for the purpose of this 
talk, they are probably best examples 
because they are easy to describe and 
easy to visualize. 

But they don’t tell the whole story. 
Before the job was done, we made broad 
surveys of the plants, checking all kinds 
of costs, studying areas that the time 
sheets and form analyses did not touch. 
In general, these costs included all the 
depot’s fixed and semi-fixed expenses — 
telephone bills, taxes, water, gas, elec- 
tricity, garbage or trash disposal and so 
on. Any cost over one cent went into the 
record. Then we assigned a per cent of 
the cost of each plant to the volume of 
product the plant handled. In order to 
keep all parts of the study within the 
same frame of reference, we ran this 


broad check during the same month for 
which the employees compiled the time 
studies on their own jobs. 

After the data had been compiled, the 
time sheets were sent to the IBM section 
for recording on cards. With the card 
system set up, we could easily pull out 
any information — any combination of 
facts we wanted. 

Here, I’d like to inject a little com- 
ment on the employees’ reaction to the 
survey. The study began in mid-Febru- 
ary. By the 15th of April, all the sheets 
had come in. All told, the employees in 
the various depots were in direct touch 
with the study for not more than three 
months — and most of them for only 
one. Yet even now — more than two 
years later — we are still getting ques- 
tions from depot people about the sur- 
vey. Instead of being annoyed by the job 
analysis, they were interested. Several 
men who had worked for Shell ten or 
fifteen years before we made the study 
have told us that it had shown them 
some new tricks. It made them think a 
little harder about their jobs — and they 
enjoyed it. Many of them suddenly 
found faster and easier ways to do jobs 
they had been doing the same, slow way 
for years. The result was a new interest 
in work and new pride in doing it better. 


Now. with all the information on hand 
— and put on IBM cards for convenient 
use — the distribution committee began 
a three-week’s session in the Cleveland 
office. The purpose was to recap all the 
information and get it on to one big 
master sheet that showed the following: 
job by index, work code, telephone cost 
of each product, cost of billing each 
product to customer, cost of making 
daily depot report to division office, cost 
of collections and adjustments for each 
product, cost of order forms, daily stock 
reports, perpetual inventory, direct labor 
cost, invoice time, cost of each truck 
driver’s trip load and collection report, 
cost of dispatching each truck, and 
other miscellaneous time costs. 

When the master sheet was finished, 
we had moved a long step closer to 
knowledge of the costs in moving prod- 
ucts from origin at a refinery to the 
customer. Better still, we were on the 
track of costs in terms of the various 
jobs required to move the products. 

As for the broad results, I suspect you 
have already guessed them. In general, 
the study served as a magnifying glass 
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big enough to cover our whole distribu- 
tion system from refinery to customer. 
And when it was properly focused it 
showed us the weak spots — the places 
where we could and should concentrate 
efforts to cut costs and improve effi- 
ciency. 

There is not time here to list all the 
results in detail, but I should like to give 
you a few specific results in order to 
show just what sort of information the 
study produced. 


First, in all ten depots, it appeared 
that oils can be drummed cheaper at the 
depot than at a distant refinery. 

Second, it is impossible to give a 
packaged product a “free ride” on the 
side rack of a tank truck. The most effi- 
cient way to deliver packaged products 
is in stake trucks. 


Third, too much paper work was 
being done. Some forms should be con- 
solidated. Others should be dropped 
altogether. 


Fourth, the smaller the package the 
higher the distribution cost. The most 
efficient way to distribute products is in 
tank wagon lots. It is cheaper to move 
products in 55-gallon drums than in 
cases or five-gallon cans. The Davis can, 
or small pail, proved to be the most 
costly of all packages to distribute. 


Besides leading to specific remedies, 
the cost survey has lent itself well to 
another part of our long term program 
for putting science to work in distribu- 
tion. About two years ago, the company 
selected a typical depot in each of 17 
marketing divisions and set it up as a 
pilot plant. Each depot was made a 
model of efficiency in distribution. Stor- 
age and warehousing methods were com- 
pletely modernized. Truck routing and 
dispatching, clerical procedures — every 
phase of the plant operations was 
boosted to the highest possible efficiency. 
Then the plants were used as training 
centers. At first, they were used to show 
local personnel the best ways of doing 
their jobs. As these people learned the 
better methods, they, in turn, were able 
to train others from other depots and 
so on. 


The logical tie-in between the pilot 
plant depots and the distribution cost 
study became obvious early in the sur- 
vey. Now, besides serving as training 
centers for personnel, the pilot plans are 
also doing valuable duty as proving 
grounds for new techniques in distribu- 


tion — and as ideas are tried and adop- 
ted or turned down, the people in the 
plants can learn first hand the right and 
wrong ways of distribution. As a result, 
the merger between pilot plants and dis- 
tribution cost study has both an imme- 
diate and a long term value. 

At the beginning of this talk, I said 
that so far we have only scratched the 
surface in our effort to build a system 
of really scientific distribution. I think 
I can say, without too much immodesty, 
that this study and other projects Shell 
has conducted, have put us pretty well 
out in front of the field. But what I said 
about having just scratched the surface 
still holds. The distribution cost study, 
for example, was a big job. It involved 
a great many people, and it took quite 
a lot of time. But there’s still a lot to 


be done. 


We still do not claim to have the 
final answers. We are not ready to say 
that it costs exactly this much and not 
a cent more or less to move product A 
from X to point Y. But we think we 
have some good guides for our next 
moves. And during the next year or year 
and a half, as the cost studies are con- 
tinued and more facts and figures come 
in, we'll be even closer to the accuracy 
we'd like to have. 

However, there’s one pitfall on the 
road to scientific distribution. It has to 
do with the basic difference between sci- 
ence and distribution. As things go in 
this changing world, science is pretty 
exact. As engineers you can all appreci- 
ate the liberty I take in using the word 
“exact”—but you'll agree that the basic 
laws of science are pretty firm. The prin- 
ciples of thermodynamics are as true to- 
day as they were twenty years ago. 
Distribution, on the other hand, is not 
exact. It can’t be. It includes the whole 
realm of marketing and so is subject to 
the ill-defined and unpredictable tides of 
our economy. It is changed by interna- 
tional affairs, domestic business, even 
by the weather. Consequently, we can 
apply engineering—which is stable—to 
distribution—which is not—but we can- 
not pretend to come up with answers 
that will be good forever. 


As I said earlier, we must put scien- 
tific principles to work in distribution, 
but we must also remain flexible enough 
to change with changing times. If we’re 
going to do the job right, we have to 
remember our engineering and at the 


same time keep our eyes on economic 
variables—labor rates, material costs, 
allocations of materials for mobilization 
and so forth. 


Now, does this mean that we must run 
perpetual distribution cost studies? No, 
it means nothing of the sort. That would 
be like spending a dime to save a nickel, 
Management wouldn’t put up with it, 
and no one in his right mind would 
expect them to. 

The way to keep abreast of changing 
conditions in distribution is to make pe. 
riodic checks within the framework set 
up by the original broad study. The 
method we’ve used to measure our costs 
is extremely comprehensive, but it is 
also highly flexible. And we have set it 
up so that we can use all of it or part of 
it anywhere or anytime we want. From 
here on, we can run spot checks every so 
often at various plants to be sure they 
are running efficiently. If the results are 
all right, the spot check is all we need. 
If the check shows us that a weak spot 
has developed, we can run a more de- 
tailed test to get the facts we need in 
order to straighten things out. 


That, in brief, is the story of our 
Cleveland Distribution Cost Study. The 
company has been so well pleased with 
the results, that it has decided to con- 
tinue the study on a long-term basis. The 
Distribution Committee has been made a 
permanent part of the Shell organiza- 
tion, and the distribution engineer has 
responsibility for the committee’s pro- 
gram. 


In an article of this length it’s impos- 
sible to do much more than outline the 
project. To those management men who 
would like more information in order to 
set up similar studies we offer all the 
help we can give. 

The job has been interesting—which 
is a strong point in its favor—and it has 
already paid off. We are convinced that 
it’s a start in the direction that all busi- 
ness should go. If we are going to do 
our jobs right in the years ahead, we 
must move our engineering techniques 
out of the factory and down the line 
toward the individual consumer. What 
we need is an intelligent blend of engi- 
neering stability with economic varia- 
bility. When we get it we'll have the age 
of scientific distribution— more eff- 
ciency for industry and better service for 
the public whose needs keep industry 
alive. 


ADVANCED MANAGEMENT 


-- © = © 


az. 

THE 

| its s 

gine 

195 

trea 

T 

wel 

Mr. 

— & 

Cor 

pre 

tio! 

vic 

Inc 

age 

ne¢ 

W. 

Co 

Me 

Tk 

the 

vil 

Ne 

so 

Ci 

W 

di 

m 

U 

se 

A 

R 

2 
22 


at 


THE MONTREAL CHAPTER is holding 
its second annual one-day Industrial En- 
gineering conference on March the 30th, 
1951, at the Mount Royal Hotel, Mon- 


treal. 


The general theme of the conference 
is “Engineering a Profit Path.” Such 
well-known speakers will take part as: 
Mr. Fred V. Gardner of Fred V. Gardner 
& Associates Industrial Management 
Consultants, Mr. R. Conrad Cooper, vice- 
president of the United Steel Corpora- 
tion of Delaware, Mr. F. R. Larrabee, 
vice-president of Cincinnati Industries 
Inc., and Mr. William K. Hodson, man- 
ager of Engineering for Methods Engi- 
neering Council. 


Further details are available from 
W. B. Hewus, Secretary and Conference 
Co-ordinator, % Dominion Rubber Co., 
Ltd., 1806 Notre Dame Street, East 
Montreal, Quebec. 


THE GREENSBORO CHAPTER held 


their December meeting at the Martins- 
ville Nylon Plant of E. I. du Pont de 
Nemours Company, Inc., in Virginia. 
In November they visited the Tomlin- 
son Craftshops at High Point, North 
Carolina. Following the visit J. Sterling 
White, Tomlinson’s chief engineer, was 
discussion leader at the Chapter’s dinner 
meeting on “Motion Economy.” 


UNIVERSITY OF MICHIGAN Survey Re- 
search Center announces its Fourth 
Annual Summer Institute in “Survey 
Research Techniques.” 


The regular session of the Institute 
will be held from July 23 to August 17 
with an introductory session from June 


25 to July 20, 1951. 


This Institute is designed to meet some 
of the educational and training needs of 
men and women engaged in business 
and governmental research or other sta- 
tistical work, and graduate students and 
university instructors interested in quan- 
titative research in the social sciences. 
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Nominations for 
1951-1952 


The Society's Nominations Com- 
mittee has not been able to pre- 
sent a slate of nominees for the 
Offices of President, Executive 
Vice President, Secretary, and 
Treasurer, in accordance with and 
within the time limits prescribed 
by the Laws of the Society. Ac- 
cordingly, in the opinion of coun- 
sel and of the Directors at the 
Board meeting of February 3, it is 
necessary to resort to the only 
alternate method offered by the 
By Laws for proposing nominees. 
This alternative provides that at 
the Spring meeting (April) any ten 
Directors may propose nominees. 
Thereafter, the Board will, by mail 
ballot, elect the Society's officers 
to serve for the ensuing year. 


THE CENTRAL NEW YORK CHAPTER 
reports “standing room only” at its re- 
cent dinner meeting on “What Manage- 
ment Has Learned From the Recent 
Strikes in Syracuse.” Participating in the 
panel discussion were top management 
representatives from Crucible Steel, Gen- 
eral Electric and Solvay Process—each 
company having recently undergone a 
strike. 

In a return meeting, equally success- 
ful, the top labor representatives of the 
companies concerned presented their 
views. 


THE TRENTON CHAPTER featured Phil 
Carroll in a round table discussion on 
“Time Study Technique” at their Feb- 
ruary meeting. 

Two meetings in January on the sub- 
ject of “Leadership” presented Carl 
Haas, Factory Manager, Stokes Molded 
Products, and Walter Gutermuth. Pro- 
duction Superintendent, John A. Roeb- 
ling’s Sons Co. 


NEW YORK CHAPTER’S February 
meeting presented their Second Annual 
“Careers Round Table”. Speakers in- 
cluded: Forest Lombaer, Assistant to 
the Vice President for Personnel and 
Industrial Relations, R. H. Macy & Co.., 
Inc., Robert A. Whitney, President, Na- 
tional Sales Executives, Inc., and Dr. 
Earl G. Planty, Executive Counselor, 
Johnson & Johnson. 


THE DUQUESNE UNIVERSITY STUDENT 
CHAPTER held their first all day confer- 
ence at the William Penn Hotel, Pitts- 
burgh, Pennsylvania, on March 8. 

The conference theme, “Progressive 
Trends in Management,” was presented 
by the following speakers: Dr. Lillian 
Gilbreth, author, lecturer and consult- 
ant; Mr. R. Conrad Cooper, Vice-Presi- 
dent of Industrial Engineering, U. S. 
Steel Company and President of the 
Pittsburgh Chapter of SAM; Mr. Ralph 
C. Edgar, Personnel Director, Allegheny 
Ludlum Steel Corporation; Mr. Donald 
D. Munroe, Vice-President, Thompson 
and Company; Mr. Fritz Marx, Staff 
Assistant to the Director, Bureau of the 
Budget, Washington, D. C.; and Mr. 
John T. Ryan, Executive Vice-President, 
Mine Safety Appliance Company. 


ROGERS & SLADE, the management 
consulting firm, announces the admis- 
sion of Mr. Lee H. Hill as general part- 
ner. The firm style will be changed to 
Rogers, Slade & Hill. 

Mr. Hill is well known in the field of 
Industrial and Labor Relations. He is 
author or co-author of a number of 
books, including Pattern for Good Labor 
Relations and Management at the Bar- 
gaining Table. During World War II 
he served as Industry Member of the 
National War Labor Board. 


Emerson Trophy Standings 
Chapter Performance Award 
As of January, 1951 
CHAPTER TOTAL 
1113 
950 
Philadelphia 872 
788 
728 
569 
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Chapter Officer Conclave Minutes-Midwest Area 
Prepared by MILO M. HAFFNER, Acting Secretary 


HE National President, Dillard E. Bird, 

opened the Conclave with a discus- 
sion of Chapter organization. He reviewed 
the National Organization by stating 
that there are five National Officers. 
The President, who is the operating head; 
The Executive Vice President, who assists 
the President; The Secretary, who main- 
tains records; The Treasurer, who takes 
care of the finances, and the National Di- 
rector, who is the liaison between the 
National Office and the various Chapters. 
He suggested that local Chapter organiza- 
tions follow somewhat the same pattern. 
He stressed the importance of each Chap- 
ter holding its election in April and im- 
mediately forwarding the results to the 
National Office in order to allow them time 
to make the necessary changes in their 
records for the coming year. The matter 
of incorporation was discussed and while 
only a few of the Chapters were incorpo- 
rated, it was brought out that this is ad- 
visable for two reasons. One, to protect the 
seal and the name of the Society in the 
State in which the Chapter operates. Two, 
to release officers of the financial obliga- 
tion incurred by the Chapter or liability 
incurred due to personal injury. 

President Bird asked for a report from 
each Chapter represented, showing what 
activities they conduct during the year. 

THE DETROIT CHAPTER reported 
their program was directed toward the de- 
sires of the majority of the membership 
and was on diversified subjects. These in- 
cluded Plant Visits and Forums. They also 
send out a questionnaire once a year in 
order to help in planning their future 
program. 

INDIANAPOLIS reported that they fol- 
lowed much the same program as Detroit 
with the exception that they conducted two 
Conferences a year and at one of these 
Conferences, presented a citation and 
award to an individual in the area who had 
contributed in an outstanding way to the 
advancement of management in the past 
year. 

CLEVELAND reported their program is 
very diversified, directed toward all levels 
of management. They presented last year 
an outstanding clinic and this year are con- 
templating adding a series of round-tables 
based on Harvard Case Studies. 

MILWAUKEE reported their program 
was divided between Top Management and 
Industrial Engineering fields. They also 
conducted Plant Visits and made a Junior 
Achievement Award to a Company in their 
area which they felt had done an outstand- 
ing job in the field of management during 
the past year. 
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LOUISVILLE reported their programs 
were mainly directed at the general man- 
agement level. They have had no Confer- 
ences or Round-tables but have been 
conducting a series of forums. 

CHICAGO meetings were directed at all 
levels of management and in addition to 
their conference each year they are holding 
very successful clinics at the various uni- 
versities in that area. They also reported 
that Personnel topics and Sales topics were 
not received well by the members of their 
Chapter. 

ST. LOUIS reported that only Industrial 
Engineering subjects drew well. This year 
they plan one half their meetings directed 
to broad management levels and intend to 
use plant visits to replace some of their 
regular meetings. 

President Bird summarized by saying, 
it was brought out at the New York Con- 
clave, that the monthly meetings are a 
public service feature and panels, forums 
and plant visits are a member service fea- 
ture. He pointed out that in general, good 
Chapter programming will be had if suffi- 
cient advanced planning is made and 
speakers and subjects are not selected on 
a month by month basis. He also said that 
monthly meetings, to be effective, should 
be timely and he closed by saying, “If you 
have a program that justifies attendance, 
you will have attendance.” 

President Bird made the following sug- 
gestions about securing speakers. He said 
that it was not necessary to have a name 
speaker but the speaker must be effective. 
He should have something to say and be 
able to say it. If the speaker is invited by 
letter, extreme care should be taken in 
writing the invitation. It is believed that 
the use of the telephone in securing the 
speaker is well worth the expense of a call. 
It gives you an opportunity to switch dates 
for the speaker if he cannot make the date 
suggested, and answer any questions that 
might arise in his mind prior to his ac- 
ceptance of the engagement. 

It is also important to get information 
on the speaker and his topic to be used for 
publicity. We must not overlook public 
relations value to the speaker and to his 
Company when extending the invitation to 
the speaker. It is well to follow up with 
the speaker to make sure that the engage- 
ment has not been overlooked a few days 
prior to the meeting. It is very important 
to show courtesy when inviting a speaker 
by suggesting that you will be glad to make 
hotel reservations or meet him at the train 
or make other arrangements for him while 
in your City. It is also advisable to send 
newspaper clippings or a report to his 


Company, expressing your appreciation 
for his being there. It is also helpful to 
keep a record of speakers who cannot ac. 
cept an engagement and turn this informa. 
tion over to succeeding officers who will be 
able to use it for other meetings. The se. 
lection of a few key local speakers to be 
available as a substitute in the event of a 
late cancellation by any one of your speak. 
ers is advisable. 


MEETING ARRANGEMENTS 

Meetings should be held on regular 
dates, preferably always on the same night 
of the week. Conflict should be avoided 
with other related groups. Facilities should 
be provided, such as a podium and a public 
address system if required. It is important 
that these facilities be checked in advance 
of your meeting date. Be sure that an 
atmosphere of friendliness and hospitality 
prevails at all meetings. 

It is important that adequate facilities 
be set up for registration at each meeting. 
This may be done by securing registration 
in advance or by making sure that there 
are ample facilities for handling the size 
crowd expected. Registration cards are 
very valuable in securing prospective mem- 
bers from guests who have attended meet- 
ings. It is suggested that personal calls be 
used in inviting guests to be members 
rather than letters. Several Chapters re- 
ported that they have increased their Chap- 
ter membership considerably by the use of 
an active campaign on these registration 
lists. Some Chapters have included their 
membership fees in the cost of the Confer- 
ence. President Bird pointed out that 70% 
of the Companies pay membership and cost 
of meetings, according to a recent survey 
of 100 Companies. It has been found that 
working from the top down in Companies 
gets far better results than working from 
the bottom up and it is suggested that 
Companies be encouraged to underwrite 
the cost of membership and meetings. 


PUBLICIZING ACTIVITIES 

It was agreed that newspapers are not 
too effective as the only means for publiciz- 
ing regular meetings. Their value is best 
used for long range Chapter publicity. 
Meeting notices should be sent out ten days 
to two weeks prior to the meeting. Many 
mailing lists were found to contain the 
names of inactive people and it is sug- 
gested that a very careful review be made 
of the mailing lists. Most Chapters send 
out one page notices of the regular monthly 
meetings. Some have return cards but the 
consensus of opinion was that these are not 
too effective. Contacts by phone are be- 
lieved to be the most effective. For special 
meetings, follow up cards will increase 
attendance. Notices of meetings should be 
mailed to the Dean of the schools as well 
as to the members of the Student Chapters. 
Some Chapters reported that they had 
used some of the large Companies to un- 
derwrite the cost of their meetings, an- 
nouncements and mailing. Personal contact 
or telephone calls are far superior to any 
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type of contact for publicizing meeting 
activities. 

It is believed to be far better to interest 
policy-makers in Industry by letter or calls 
from leaders in the S.A.M. Chapter in or- 
der to get the Chapter better known. Some 
Chapters have an advisory board composed 
of leaders in Industry who are non-mem- 
bers to help them develop their program. 
Some have an Advisory Board of Past 
Presidents to call on new industries. It is 
advisable to arrange a luncheon on the 
day of the meeting or Conference with 
leaders in Industry, members of the Press, 
Radio or Chamber of Commerce in order 
to acquaint them with what the Chapter is 
trying to do. The cost of this luncheon 
should be borne by the Chapter. This 
luncheon can be followed up in a few days 
with an invitation to belong or with an 
invitation to help sponsor some program of 
the Chapter. Editors of house organs in 
various industries can be made important 
publicity agents for the Chapter’s activi- 
ties. It is suggested that they be kept in 
touch with the activities in order that they 
may carry the program in their publica- 
tions. Some Chapters sponsor advanced 
management courses for top management 
with local universities. It is also found ad- 
visable to let the newspapers know when 
and where the speaker will be prior to the 
meeting in order that an interview might 
be made if they feel he is of sufficient 
importance. 


CONDUCTING MEETINGS 

No Chapter business should be con- 
ducted at a regular monthly meeting. It is 
not necessary to introduce guests unless 
they are sufficiently important to have some 
publicity value. Some Chapters have dif- 
ferent badges to distinguish members from 
non-members in order that members may 
have the opportunity of meeting new mem- 
bers and increasing Chapter hospitality. 
Meetings should not be too long and inter- 
est should not be allowed to drag. 


SPECIAL ACTIVITIES 

Plant visits have proven a splendid tool 
to interest top management. Most Chapters 
have only members go on plant visits. Reg- 
ular meeting notices are sent out for these 
activities. All Chapters report plant visits 
are very well received by members and 
Companies alike. 


SPECIAL INTEREST GROUPS 

Some Chapters have reported fine results 
by securing non-members in an advisory 
capacity for advice on how the Chapter 
could better serve the area. These meetings 
need not be dinner meetings. Simply call 
some leaders of Industry in your locality 
for advice and they in turn will become 
acquainted with the aims and objectives 
of the Society. In many cases this results 
in increased membership. 
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RESEARCH 

Very little activity is carried on by any 
of the Chapters on research projects. The 
consensus of opinion was, that there had 
been a lack of knowledge of what projects 
to pursue. President Bird pointed out that 
research activity can be one of great help 
to the Chapter and cautioned us not to 
attempt so much that it could not be done 
well. He also pointed out that a question- 
naire was being sent from the National 
Office to determine what projects are of 
most interest. One project under considera- 
tion at this time is the Glossary of Terms 
in Industrial Engineering. 


CONFERENCES AND CLINICS 

There were a variety of Conferences and 
Clinics conducted last year by the Chap- 
ters. One type of Clinic was the One-Man 
Clinic, such as conducted by Ralph Barnes, 
and several reported it drew very well and 
was successful from a financial standpoint. 

Another type of conference was one 
where three to a dozen speakers were gath- 
ered over a one or two day period. These 
were also reported to be successful al- 
though a considerably greater amount of 
work and financial obligation was incurred 
in conducting them. 

A third type of special activity reported 
was the Group Clinic type. Some Chapters 
conducted these large Clinics in coopera- 
tion with other societies or organizations 
in order to broaden the scope of the 
activity. 

Most all agreed that a Conference or a 
Clinic does much to establish the Chapter 
in its particular locality. President Bird 
also pointed out that James Bailey of Du- 
pont and Fred Gardner also have con- 
ducted One-Man Clinics, similar to Ralph 
Barnes, which were very successful. He 
also pointed out that there are several 
American Management Association Work- 
Shop men who conduct very good clinics 
of this type. 


MEMBERSHIP 

The success in starting a new Chapter 
generally hinges around the selection of 
one man of standing in a community who 
has the desire to promulgate the objectives 
of the Society and who can and will call a 
meeting of heads of businesses to meet 
with the sponsor’s Chapter heads. 

National President Bird reported that a 
Brochure was mailed about October 15, to 
4,000 heads of businesses in the United 
States, acquainting them with the purposes 
and objectives of the Society. He felt that 
now would be a splendid time to start 
active membership work. There has been 
some belief in the past that the Society is 
composed mainly of those engaged in the 
Industrial Engineering field. A review of 
the national membership shows that only 
25% of the members are Industrial Engi- 
neers, however some Chapters may have a 
greater percentage than this. 

There has been a speed-up at the Na- 
tional Office in application processing 


which we believe will take care of the criti- 
cism in the past of the slowness in handling 
new applications. 


CHAPTER DROP-OUTS 

Most Chapters reported that they did not 
follow up delinquents as they should, 
which resulted in a high percentage of 
drop-outs. The National average for drop- 
outs of similar societies is around 15%; the 
National average for the S.A.M. is 30%. 
An analysis of various societies of like na- 
ture leads us to believe that cost of mem- 
bership has little to do with the percentage 
of drop-outs, because some of the organiza- 
tions having the highest cost of mem- 
bership, report the lowest percentage of 
drop-outs. 


CHAPTER FINANCES 

Only one Chapter reported that they had 
a budgetary control set up for their various 
functions such as programs, conferences, 
membership, etc. It was generally agreed 
that this was an excellent plan and will no 
doubt find further acceptance in the near 
future by other Chapters. A few of the 
Chapters bonded their Treasurers if it was 
felt the situation warranted it. A discussion 
was held on the advisability of soliciting 
advertising for brochures or publications 
of the Society. If the advertising can con- 
tribute to the advertiser, it is desirable. 
but the soliciting of such advertising on a 
charitable basis was discouraged. 

A discussion on registration fees for con- 
ferences was held and it was felt that some 
conferences were held at too low an admis- 
sion charge, resulting in a financial hazard 
for the Chapter. An analysis showed that 
the admission fee had little to do with the 
attendance, i.e., a conference with a low 
charge for registration did not appear to 
draw any more attendance than a high 
priced one. What counts most is a good 
program and good speakers. Some Chap- 
ters included in their cost of conferences 
the membership fee and one Chapter re- 
ported that some 25 members were secured 
as a result of this combination at one of 
their conferences. 

A question of whether a Chapter reserve 
fund should be set up, and of what amount, 
was discussed and it seemed to be the ma- 
jority opinion that no set rule could be 
used for all Chapters and each Chapter 
should decide for itself. 


CHAPTER AND NATIONAL 
ORGANIZATION 

Several questions were raised in regard 
to the relationship between the National 
Organization and the various Chapters. 
One question was “What happens to the 
money sent to the National Office?” An- 
other was, “What services can and should 
the National Organization perform?”; An- 
other, “How can we better explain to 
members what service the National Or- 
ganization provides?”; Another, “Should 
the National Organization have confer- 
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ences in the various areas outside New 
York City?” These questions stimulated 
considerable discussion and it was felt that 
Conclaves of this type would do much to 
further National Organization-Chapter re- 
lationships. It gives the various Chapter 
Officers the opportunity to meet with the 
National Officers and have a frank discus- 
sion of their various problems which will 
result in better representation for both 
parties. The difficulty in having a get- 
together of Chapter Officers on the Na- 
tional level as originally planned was 
discarded as a result of a questionnaire, 
sent to Chapter Officers, which revealed 
this was impractical due to the inability 
of the Chapter Officers to attend. A sug- 
gestion was made by Mr. Durham of the 
St. Louis Chapter that an executive com- 
mittee composed of approximately ten 
people from all sections of the country be 
selected and be paid their expense by the 
National Office to attend the Board of Di- 


rectors meetings. It was felt that a better 
National Organization-Chapter relationship 
should be had and President Bird asked 
that any suggestions that the Chapters 
might have in that regard would be given 
prompt consideration. 


STUDENT CHAPTERS 

National Vice President Ralph L. Jacobs 
reported that the Student Chapter set-up 
was very similar to the National and local 
senior Chapter set-up, with the exception 
that the Student Chapters have a historian. 
He informed us that Student Chapters can 
only be organized in colleges where they 
have a major in management. The new 
minimum membership required now is fif- 
teen instead of ten. He reported a very 
good interest in S.A.M. by the students as 
evidenced by the fact that we had three 
Student Chapter representatives from De 
Paul University present at the Conclave. 

The Sponsoring Chapter should and can 


help provide a list of speakers for Student 
Chapters. The importance of the publicity 
or recognition to the Company providing 
the speaker was stressed by several Chap. 
ters. Other Chapters reported an employ. 
ment service for Student Chapters who are 
graduating in order to get them located in 
business. Some Student Chapters conduct 
one meeting a year for their Sponsor Chap. 
ter or the Sponsor Chapter has a Student 
Chapter Night at which time an effort js 
made to have a large representation of 
students. 

President Bird thanked each officer pres. 
ent for their attendance at the meeting and 
the Host Chapter President, Mr. James 
Newsome, expressed appreciation at hay. 
ing been allowed to be Host Chapter to 
the Conclave. 

Respectfully submitted, 
Mito M. Harrner, 
Acting Secretary. 
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Proceedings of The Annual Conference of S.A.M. 
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A complete copy of all papers, including charts, delivered at the Conference. Contents: 
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Why More Industrial Engineers Don’t Get Into Top 
Management 
by BRUCE H. WALLACE, Vice-President and Treas- 
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The Management Bookshelf 


Bonds of Organization — An Ap- 
praisal of Corporate Human Rela- 
tions by E. Wicut Bakke, Harper and 
Brothers, New York, 1950, pp. 239, 
$4.00 
Saw BOOK IS a report on one of a 
series of investigations in human re- 
lations in the Southern New England 
Telephone Company and the Connecti- 
cut Union of Telephone Workers. The 
investigation was carried out by the 
Yale Labor and Management Center, of 
which Professor Bakke is Director. 

This particular investigation attempts 
to demonstrate basic principles of hu- 
man relations in one of the most im- 
portant and potent areas of personnel 
management today — that concerning 
the ties which weld a group of individu- 
als together into the functioning team 
known as a corporate society. These ties 
are termed by the author as the “Bonds 
of Organization.” The book classifies the 
major bonds of organization into five 
kinds. It treats them one at a time in 
separate chapters which make up the 
body of the book. In each case there is 
a detailed discussion of the nature and 
function of the bond, together with re- 
sults of extensive personal interview in- 
vestigations of each in this company and 
union. The personal interview investiga- 
tions are designed to test the strengths 
and weaknesses of these bonds in both 
company and union organization struc- 
tures. All in all, 1500 such interviews 
were conducted with employees of the 
company, members of company man- 
agement, representative union members, 
and officers of the union. 

Those in management positions who 
read this book will find its chief signifi- 
cance in the basic interpersonal organi- 
zational principles developed through- 
out. The study is not easy reading, for 
it is often couched in its own termin- 
ology and definitions of terms, which 
characterizes the careful reporting of re- 
search works. It is also made somewhat 
difficult because of the specific functions 
and jobs in the telephone business which 
are brought into the discussion. How- 
ever, Professor Bakke has been meticu- 
lous in defining and explaining such 
terms as may be unfamiliar to business- 
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men in general. The businessman who 
is concerned with human relations (and 
almost all are) should find it refreshing 
to review the basic principles pointed 
out in this study. It is too often that he 
is so bombarded with literature on the 
“gimicks,” “systems,” and “programs” 
designed to improve human relations 
that he may lose sight of the underlying 
nature of the “human relations” which 
he is trying to “improve.” 

Briefly, the five bonds of organization, 
which the book describes as devices that 
weld individuals into the corporate 
group are: 


(1) Functional Specifications: These are the 
specific duties or activities which make up 
the individual's job, and which define his 
particular part in the organization's mis- 
sion. This bond is often expressed as the 
“job description." 

Status System: This is the system of dele- 
gation of directive authority and represen- 
tation. It is an important need of organiza- 
tion that some individuals be delegated 
authority to direct the work of segments of 
the team, and that they receive from those 
directed the authority to represent them in 


(2) 


relations with others of authority. This is a 
particularly enlightening presentation of 
the dual function of supervision. It places a 
new emphasis on the importance of accep- 
tance of supervisors by subordinates. 

(3) Communication System: The place of com- 
munication of information in the proper 
functioning of an organization is probably 
the subject of greatest awareness and least 
understanding of all the bonds of organi- 
zation discussed here. Various aspects of 
communications — including media, sub- 
jects, authentication, and timing — are 
studied and their relative effectiveness in 
the company and union organizations are 
reviewed. 

(4) Reward and Penalty System: This is a dis- 
cussion of the means which are used to 
create the will to accomplish among mem- 
bers of the organization. It is a highly 
stimulating presentation of what is perhaps 
the most important tool of management. 
The reward and penalty system is discussed 
in much wider terms than the usual ''disci- 
pline'’ and "incentive which are associ- 
ated with it. Emphasis is placed on be- 
havior and attitudes which act as rewards 
and penalties. Powerful but subtle aspects 
of supervisor-employee relationships are 
brought out very effectively. 

(5) The Organization Charter: This is probably 
the least recognized of the bonds of organ- 
ization. Nevertheless, it is a very real bond 
which exists in all organizations. It relates 
to the specific elements that characterize 
one organization as an entity differing 
from others. Aspects of the Organization 
Charter include: identification of the or- 
ganization, purpose and function, reputa- 
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Special Introductory Offer 
Modern Industry 


The Monthly Magazine for Executives in Industry 


To readers of Advanced Management, a service of new cost-cutting ideas 
and techniques, and improved executive methods is offered in a 12-month 
subscription to Modern Industry for only $3!—(regularly $4.00). Included 
with this special subscription will be a FREE COPY of Modern Industry’s 
“Idea Book for 1951”—featuring cost-cutting ideas, Management Checkup 
Charts, and executive methods. Send coupon today! 


Name 
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tion, major policies, symbols, traditions, 
and significance of the organization. It is 
these with which the employee identifies 
himself when he thinks of the organization 
to which he belongs. His understanding and 
acceptance of these affect the strength of 
his ties with the organization. 


The manager who reads this book will 
find in it many stimulating and provo- 
cative situations which he will associate 
with his own experience and problems. 
Its findings can be of help to him in 
clarifying his own human relations 
thinking, in reviewing his own policies 
and practices, and even in evaluating 
his own personal relationships with 
members of his organization. 

A. F. WatTers 
Assistant Director, 
Personnel Department, 
RCA Victor Division, 


Radio Corporation of America 


Theory of Games and Economic 
Behavior by Joun von NEUMANN and 
OsKAR MorGENSTERN, Princeton Univer- 
sity Press, First edition 1944, pp. xviii 
+ 625, Second edition 1947, pp. xviii 
+ 641, $10.00 


HIS BOOK marks a new frontier in 

economic analysis, offering a long 
needed solution to the problem of de- 
fining “rational economic behavior” on 
the part of an individual, when such 
behavior is inextricably bound to the 
behavior pattern of others. This is the 
situation under general conditions of 
imperfect competition, where the pur- 
suit of profit maximization by each “par- 
ticipant” calls for assumptions regard- 
ing the “moves” of others. 

In their belief that the essential fea- 
tures of economic behavior are best ex- 
emplified by games of strategy, the au- 
thors formulate a new set of concepts 
and relationships by means of which 
such behavior is analyzable. Thus, while 
the “game” of business is resolved in the 
market, the core of the market is the re- 
lationship between buyer and seller, 
whether individual or industrial com- 
bine. A resolution of the desires of buy- 
er and seller in their respective attempts 
to maximize personal gain, results in an 
exchange policy which is a peculiar mix- 
ture of several conflicting maximum 
problems of the calculus of mathematics. 
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(Continued from page 27) 


In the terminology of the theory of 
games of strategy this constitutes a 
“minimax” problem. 


This work of von Neumann and Mor- 
genstern has had an immense impact on 
economic thought inasmuch as it pro- 
vides a powerful potential for rigorous 
treatment of many of the existing gaps 
in economic theory. For the serious 
student of economics and business its 
reading is a necessary requirement. 


The reader must be warned, however, 
that without proper appreciation for 
logic and mathematical processes, a sat- 
isfactory understanding of game theory 
can only be had after translations and 
simplifications have been made. A use- 
ful step in this direction has been made 
by John McDonald in his recent Stra- 
tegy in Poker, Business and War." 


If the theory of economics is ever to 
achieve realism in its attempt to describe 
adequately the intricate workings of the 
existing system, the study which focuses 
attention on aggregates, and the study 
of the “strategical combinations that are 
formed at every level of the economy” 
which yield such aggregates must be in- 
tegrated. The mathematical tools devel- 
oped by von Neumann and Morgenstern 
offer hope for its achievement. 

Gilbert Kaskey 
Department of Mathematics 
University of Delaware 


1 Strategy in Poker, Business and War by 
John McDonald, W. W. Norton and Company, 
Inc., First edition 1950. pp. 128, $2.50. 


BIBLIOGRAPHY ON MANAGEMENT 
OF CONSTRUCTION JOBS. The small 
amount of published information di- 
rectly pertinent to construction job or- 
ganization and management is difficult 
and time-consuming to locate in the 
mass of management literature, most of 
which deals with the manufacturing 
industries. 


To make such papers easily and 
quickly available, the Engineering So- 
cieties Library has compiled an anno- 
tated bibliography of 52 selected refer- 
ences to books and periodical articles 
which deal with all phases of construc- 
tion. 


basketful of suggestions 


PLANT 
—LAYOUT 


By RANDOLPH W. MALLICK 
Westinghouse Electric Corporation 
and ARMAND T. GAUDREAU 
Gaudreau, Rimbach §& Associates 


Written for the executive and the engi- 
neer, this practical book describes the 
best practices adopted in over 50 leading 
industries. Case examples show cost re- 
ductions through effective layout and 
handling. By including the complete 
techniques for laying out an entire plant 
and a scientific analysis of material hand- 
ling, the book provides a sound basis for 
the executive to decide for himself when 
plant and equipment appropriations are 
justifiable. 


Contents 
Part I: APPROACH TO PLANT LAYOUT. 


Part Il: PLANNING THE PROCESSING DE- 
PARTMENTS. 


Part Ill: DESIGNING PLANT SERVICE 
FACILITIES. 


Part IV: JUSTIFYING THE PLANT LAYOUT. 
1951 
391 pages 
Illustrated 
$7.50 


Send coupon now 
for 10-day free 
examination. 


APPROVAL COUPON 


John Wiley & Sons, Inc., Dept. MM-351 
440 Fourth Ave., New York 16, N. Y. 


On 10 day’s approval, send Plant Layout 
by Mallick and Gaudreau. I will remit 
$7.50 plus postage or return book post- 
paid. (Offer not valid outside U. S.) 


SAVE POSTAGE. We pay postage if 
you enclose $7.50 now. Money back on 
same return privilege. 
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